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EXAMINING THE DEPARTMENT OF LABOR’S
IMPLEMENTATION OF THE DAVIS-BACON ACT

Thursday, April 14, 2011
U.S. House of Representatives
Subcommittee on Workforce Protections
Committee on Education and the Workforce
Washington, DC

The subcommittee met, pursuant to call, at 10:04 a.m., in room
2175, Rayburn House Office Building, Hon. Tim Walberg [chair-
man of the subcommittee] presiding.

Present: Representatives Walberg, Kline, Bucshon, Woolsey,
Payne, Kucinich, Bishop, Hirono, and Miller.

Staff present: Katherine Bathgate, Press Assistant; Kirk Boyle,
General Counsel; Casey Buboltz, Coalitions and Member Services
Coordinator; Ed Gilroy, Director of Workforce Policy; Benjamin
Hoog, Legislative Assistant; Barrett Karr, Staff Director; Ryan
Kearney, Legislative Assistant; Brian Newell, Deputy Communica-
tions Director; Molly McLaughlin Salmi, Deputy Director of Work-
force Policy; Ken Serafin, Workforce Policy Counsel; Linda Stevens,
Chief Clerk/Assistant to the General Counsel; Alissa Strawcutter,
Deputy Clerk; Loren Sweatt, Professional Staff Member; Aaron
Albright, Minority Communications Director for Labor; Tylease
Alli, Minority Hearing Clerk; Daniel Brown, Minority Staff Assist-
ant; Jody Calemine, Minority Staff Director; Brian Levin, Minority
New Media Press Assistant; Jerrica Mathis, Minority Legislative
Fellow, Labor; Celine McNicholas, Minority Labor Counsel; Richard
Miller, Minority Senior Labor Policy Advisor; Megan O’Reilly, Mi-
nority General Counsel; Julie Peller, Minority Deputy Staff Direc-
tor; Meredith Regine, Minority Labor Policy Associate; Melissa
Salmanowitz, Minority Communications Director for Education;
Michele Varnhagen, Minority Chief Policy Advisor and Labor Policy
Director; and Michael Zola, Minority Chief Investigative Counsel.

Chairman WALBERG [presiding]. A quorum being present, the
subcommittee will come to order. Good morning and welcome to to-
day’s hearing. I would like to thank our witnesses for joining us.
Our panel has a wide range of knowledge and experience with the
Davis-Bacon Act and your testimony will provide important insight
as we work to ensure the law is serving the interest of job creators,
workers and taxpayers.

We are in the middle of an important debate over the country’s
fiscal future. Years of reckless borrowing and spending by the fed-
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eral government have brought our nation to the brink of a crisis
and something must be done.

We can no longer accept waste and inefficiencies as the price of
doing business with the federal government, which is why we are
here today. Established by the Hoover Administration in 1931, the
Davis-Bacon Act requires workers to be paid the prevailing wage
gates on federal construction projects costing taxpayers more than

2000.

Prevailing wages are determined through a complex system of
wage surveys administered by the Department of Labor. The sur-
veys collect salary and fringe benefit information on various job
classifications based on similar projects for a given location, typi-
cally at the county level.

Businesses and labor organizations voluntarily report wage infor-
mation and the Department can also rely upon local collective bar-
gaining agreements when determining the wage rate.

Federal contractors must submit weekly payroll reports to the
Department, certifying appropriate wages have been paid. While
intended as a temporary effort 80 years ago, the Davis-Bacon Act
remains a significant feature of federal spending to this day.

That is why a recent report by the Government Accountability
Office is deeply troubling. Despite years of review and oversight,
the GAO found considerable challenges still plague the Depart-
ment’s implementation of the Davis-Bacon Act.

GAO revealed problems with accuracy, quality, bias and timeli-
ness of the wage data. Of the surveys reviewed, one in four of the
final wage rates were based on the wages of just six or fewer work-
ers.

Forty-six percent of the prevailing wages for non-union workers
were based on wages reported ten or more years ago. The report
also identified a lack of transparency about how wage rates are de-
termined, raising concerns for businesses trying to bid for work and
taxpayers who want to ensure their dollars aren’t being wasted.

According to the GAO, the Department of Labor also fails to fol-
low guidance issued by the Office of Management and Budget and
even disregards its own policy manual by ignoring the impact of
non-responses in the accuracy of the survey.

Despite recent changes adopted by the Department, the GAO
still found issues with timeliness and believes any improvements
thedDepartment hopes to achieve, quote—“may not be fully real-
ized.”

Perhaps the GAO outlined best what is at stake and I quote—
“If the resulting prevailing wage rates are too high, it potentially
cots the federal government and taxpayers more for publicly funded
construction projects or if too low, they cost workers in compensa-
tion.”

These are stunning conclusions for a law that governs how hun-
dreds of billions of taxpayer dollars are spent. In fact the failed
stimulus committed an estimated $300 billion to federal construc-
tion projects that could potentially be covered by Davis-Bacon wage
rates.

In 2009 alone federal construction and rehabilitation projects to-
taled roughly $220 billion. Are these taxpayer dollars being well
spent? And if not then what should be done about it? Those are the
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questions we hope to answer today, simply accepting the status quo
that has been in place since the great depression is unacceptable.

We have a responsibility to determine whether the law is meet-
ing the needs of today’s taxpayers and workers. Again I would like
to thank our witnesses. And we will now recognize the senior
democratic member of the sub-committee, Ms. Woolsey, for opening
remarks.

[The statement of Chairman Walberg follows:]

Prepared Statement of Hon. Tim Walberg, Chairman,
Subcommittee on Workforce Protections

Good morning and welcome to today’s hearing. I would like to thank our wit-
nesses for joining us. Our panel has a wide range of knowledge and experience with
the Davis-Bacon Act, and your testimony will provide important insight as we work
to ensure the law is serving the interests of job-creators, workers, and taxpayers.

We are in the middle of an important debate over the country’s fiscal future.
Years of reckless borrowing and spending by the federal government have brought
our nation to the brink of a crisis and something must be done. We can no longer
accept waste and inefficiencies as the price of doing business with the federal gov-
ernment, which is why we are here today.

Established by the Hoover administration in 1931, the Davis-Bacon Act requires
workers be paid the “prevailing wage rates” on federal construction projects costing
taxpayers more than $2,000. Prevailing wages are determined through a complex
system of wage surveys administered by the Department of Labor.

The surveys collect salary and fringe benefit information on various job classifica-
tions based on similar projects for a given location, typically at the county level.
Businesses and labor organizations voluntarily report wage information, and the de-
partment can also rely upon local collective bargaining agreements when deter-
mining the wage rate. Federal contractors must submit weekly payroll reports to the
department certifying appropriate wages have been paid.

While intended as a temporary effort 80 years ago, the Davis-Bacon Act remains
a significant feature of federal spending to this day. That is why a recent report
by the Government Accountability Office is deeply troubling. Despite years of review
and oversight, the GAO found considerable challenges still plague the department’s
implementation of the Davis-Bacon Act.

The GAO revealed problems with accuracy, quality, bias, and timeliness of the
wage data. Of the surveys reviewed, one in four of the final wage rates were based
on the wages of just six or fewer workers. Forty-six percent of the prevailing wages
for non-union workers were based on wages reported 10 or more years ago.

The report also identified a lack of transparency about how wage rates are deter-
mined, raising concerns for businesses trying to bid for work and taxpayers who
want to ensure their dollars aren’t being wasted. According to the GAO, the Depart-
ment of Labor also fails to follow guidance issued by the Office of Management and
Budget, and even disregards its own policy manual by ignoring the impact of non-
responses in the accuracy of the survey.

Despite recent changes adopted by the department, the GAO still found issues
with timeliness and believes any improvements the department hopes to achieve
“may not be fully realized.” Perhaps the GAO outlined best what’s at stake: “If the
resultant prevailing wage rates are too high, they potentially cost the federal gov-
ernment and taxpayers more for publicly funded construction projects or, if too low,
they cost workers in compensation.”

These are stunning conclusions for a law that governs how hundreds of billions
of taxpayer-dollars are spent. In fact, the failed stimulus committed an estimated
$300 billion to federal construction projects that could potentially be covered by
Davis-Bacon wage rates. In 2009 alone, federal construction and rehabilitation
projects totaled roughly $220 billion.

Are these taxpayer dollars being well spent, and if not, then what should be done
about it? Those are the questions we hope to answer today. Simply accepting the
status-quo that has been in place since the Great Depression is unacceptable. We
have a responsibility to determine whether the law is meeting the needs of today’s
taxpayers and workers.

Again, I would like to thank our witnesses, and will now recognize the senior
Democrat of the subcommittee, Ms. Woolsey, for her opening remarks.
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Ms. WooOLSEY. Thank you, Mr. Chairman. And thank you for
holding this hearing to examine the Department of Labor’s imple-
mentation of the Davis-Bacon Act because it provides us a forum
today to highlight how it has helped maintain decent wages for
workers in support of local communities that are vulnerable to
changes to the economy.

Of course we are also here because the Government Account-
ability Office, GAO, has determined that there are issues with the
survey process used by the Department of Labor to determine local
prevailing wages.

GAO—from that time surveys used outdated wage data and had
low response rates. And it is my understanding that—and the
other questions that you brought up—that the department has in-
stituted policies to address these issues, most of them, to be sure.

So let us be clear. We all agree that the department must work
to see that its survey process is effective and the wage rates it pub-
lishes for federal projects are accurate. Making certain that federal
policies work as intended is not a partisan issue.

We should be careful however not to read into the GAO report
and draw conclusions that it absolutely doesn’t make. The report
does not conclude that Davis-Bacon drives up the cost of construc-
tion projects or inhibits job growth. These are discredited theories
that don’t hold up to scrutiny.

The Davis-Bacon Act requires contracts and contractors on fed-
eral construction projects to pay their employees no less than the
locally prevailing wage. This is important because it ensures that
the federal government does not use its bargaining power to drive
down wages which would actually hurt local economies.

Instead the act makes certain that federally financed projects en-
courage competition, contribute to the development of a skilled
workforce for the future and pay decent wages. This is sound and
proven public policy.

Without prevailing wage laws like Davis-Bacon contractors would
be encouraged to assemble the cheapest and most exploitable work-
force rather than the best trained, equipped, and managed work-
ers. It would be a race to the bottom subsidized by the federal gov-
ernment.

Much of the opposition to prevailing wage protections is ground-
ed in decades of false rhetoric and misinformation. Studies consist-
ently show that Davis-Bacon prevailing wage requirements do not
increase the cost of federal construction.

In addition, several reports on prevailing wage requirements
have found that prevailing wages provide numerous benefits in-
cluding higher wages, better workplace safety, increased govern-
ment revenues and they elevate workers skills and standards in
the construction industry.

My point is the 2006 study determined that states with pre-
vailing wage laws had higher rates of construction training pro-
grams. And the trainees were more likely to complete their pro-
grams compared to the states without prevailing wage laws.

We have seen the effects when prevailing wage laws have been
repealed at the state level. Competitive pressures in the industry
led to lower wages for workers. There is also an increase in work
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related injuries and illnesses. The last thing construction workers
need in this economy is to have their wages cut.

At the end of the day that is just what any argument against
Davis-Bacon prevailing wage protection would amount to, a reduc-
tion in wages and the elimination of a standard of living for work-
ers where they can raise and educate their families while ulti-
mately ensuring their own retirement.

Mr. Chairman, I have confidence that we can use this hearing
constructively to discuss the legitimate issues raised by the GAO
and not as a policy to debate whether or not Davis-Bacon has some
merit that we know they have. I yield back.

[The statement of Ms. Woolsey follows:]

Prepared Statement of Hon. Lynn C. Woolsey, Ranking Minority Member,
Subcommittee on Workforce Protections

Thank you Mr. Chairman and thank you for holding this hearing to examine the
Department of Labor’s implementation of the Davis-Bacon Act because it provides
us a forum today to highlight how it has helped maintain decent wages for workers
and supported local communities that are vulnerable to changes in the economy.

f course, we're also here because the Government Accountability Office (GAO)
has determined that there are issues with the survey process used by the Depart-
ment of Labor to determine local prevailing wages. GAO found that at times surveys
use outdated wage data and had low response rates. It is my understanding and
the other questions that you brought up that the Department has instituted policies
to address some of these issues.

Let’s be clear: we all agree that the Department must work to see that its survey
process is effective and the wage rates it publishes for federal projects are accurate.
Making sure federal policies work as intended is not a partisan issue.

We should be careful, however, not to read into the GAO report and draw conclu-
sions that it absolutely doesn’t make. The GAO’s report does not conclude that
Davis-Bacon drives up the costs of construction projects or inhibits job growth.
These are discredited theories that don’t hold up to scrutiny.

The Davis-Bacon Act requires contractors on federal construction projects to pay
their employees no less than the locally prevailing wage. This is important because
it ensures that the federal government does not use its bargaining power to drive
down wages which would actually hurt local economies. Instead, the Act makes cer-
tain that federally financed projects encourage competition, contribute to the devel-
opment of a skilled workforce for the future, and pay decent wages. This is sound
and proven public policy.

Without prevailing wage laws, like Davis-Bacon, contractors would be encouraged
to assemble the cheapest and most exploitable workforce rather than best trained,
equipped, and managed workers. It would be a race to the bottom, subsidized by
the federal government.

Much of the opposition to prevailing wage protections is grounded in decades of
false rhetoric and misinformation. Studies consistently show that Davis-Bacon pre-
vailing wage requirements DO NOT increase the cost of federal construction. In ad-
dition, several reports on prevailing wage requirements have found that prevailing
wages provide numerous benefits including: higher wages, better workplace safety,
increased government revenues, and they elevate worker skills and standards in the
construction industry.

Likewise, a 2006 study determined that states with prevailing wage laws had
higher rates of construction training programs, and trainees were more likely to
complete their programs compared to the states without prevailing wage laws.

We have seen the effects when prevailing wage laws have been repealed at the
state level—competitive pressures in the industry lead to lower wages for workers.
There is also an increase in work-related injuries and illnesses.

The last thing construction workers need in this economy is to have their wages
cut. At the end of the day, that is just what any argument against Davis-Bacon pre-
vailing wage protections would amount to—a reduction in wages and the elimi-
nation of a standard of living for workers where they can raise and educate their
families, while ultimately ensuring their own retirement. Mr. Chairman, I have con-
fidence that we can use this hearing constructively to discuss the legitimate issues
raised by the GAO and not as a policy to debate whether or not Davis-Bacon has
the merits that we know they have.
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Chairman WALBERG. I thank you, Ranking Member. Pursuant to
committee rules all members will be permitted to submit written
statements to be included in the permanent hearing record. And
without objection the hearing record will remain open for 14 days
to allow questions for the record. Statements and extraneous mate-
rial reference during the hearing to be submitted for the official
hearing record.

It is now my pleasure to introduce our distinguished panel of wit-
nesses. Dr. Andrew Sherrill is Director of Education, Workforce
and Income Security with the U. S. Government Accountability Of-
fice in Washington, D. C. He was appointed to GAO’s senior execu-
tive service in 2009.

In his 20 years at GAO he has led teams in producing reports
for the Congress on a broad range of topics including workforce de-
velopment, unemployment insurance, workers’ compensation pro-
grams, women in the labor force, welfare reform, foreign labor pro-
grams, and mass care after hurricane Katrina.

Mr. Sherrill received his PhD and M. A. from the University of
Texas at Austin and his B. A. from Trinity University at San Anto-
nio, Texas. In addition he completed course work in the masters
program at the Lyndon Baines Johnson School of Public Affairs at
the University of Texas at Austin. He is a member of the National
Academy of Social Insurance. And we welcome you.

Mr. Thomas M. Markey is the deputy administrator of program
operations at the U. S. Department of Labor. Mr. Markey has
served at the Department of Labor in a variety of positions since
1972 including his role as the Director for the Federal Employees
Compensation Program from 1985 through 1998. Mr. Markey is a
graduate of Rutgers University and is a veteran of the United
States Army. And we thank you for your service.

Mr. Ross Eisenbrey is vice president of the Economic Policy Insti-
tute and a former staffer with this committee, welcome back. Mr.
Eisenbrey is a lawyer and former commissioner of the U. S. Occu-
pational Safety and Health Review Commission. Prior to joining
the Economic Policy Institute he worked for many years as a staff
attorney and legislative director in the U. S. House of Representa-
tives and as a committee counsel in the U. S. Senate.

Additionally he served as policy director of the Occupational
Safety and Health Administration from 1999 to 2001. Mr.
Eisenbrey holds a J. D. from University of Michigan Law School—
go Blue—and a B.A. from Middlebury College as well as was raised
in Michigan itself, so welcome.

Mr. James Sherk is senior policy and analyst of labor economics
at the Heritage Foundation. In his position Mr. Sherk works on
minimum wage, card check, rising standards of living and other
tax, labor and economic issues in Heritage Center for Data Anal-
ysis.

Mr. Sherk received an M. A. in Economics with a concentration
in Econometrics in Labor Economics from the University of Roch-
ester and a Bachelor’s Degree in Economics and Mathematics from
my district, Hillsdale College. Welcome, glad to have you here.

Mr. Thomas Mistick is principal of the Church Restoration
Group. Mr. Mistick’s Church Restoration Group offers restoration
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and construction services for historic and sacred sites across the
country.

Mr. Mistick has completed more than $1 billion in construction
and restoration during his 30-plus years running the Mistick fam-
ily of companies. Mr. Mistick has a great deal of experience trying
to navigate the Davis-Bacon regulations, otherwise known as real-
world experience.

Mr. Mistick received his undergraduate degree from Harvard
College where he graduated cum laude. He holds a graduate degree
in Systems Analysis and Finance from Stanford University’s Grad-
uate School of Business and a J. D. from the University of Pitts-
burg School of Law. Mr. Mistick is testifying on behalf of the Asso-
izliated Builders and Contractors. Thank you, each of you, for being

ere.

Before I recognize each of you to provide your testimony let me
briefly explain our lighting system. You will each have 5 minutes
to present your testimony. When you begin—and I guess I would
say 5 minutes unless the Chairman here enjoys your testimony so
much and is known to let it go on and on.

I know that the ranking member and the full committee—the
gentleman from California—will make it very clear to me when I
have gone past that red light.

And I appreciate that, Mr. Miller.

When you begin the light in front of you will turn green. When
1 minute is left the light will turn yellow and when your time has
expired the light will turn red at which point I will ask that you
wrap it up quickly. Your remarks are important but the time is of
necessity as well.

After everyone has testified members will each have 5 minutes
to ask questions of the panel.

And so having said that let me start with Mr. Sherrill, your testi-
mony we appreciate.

STATEMENT OF DR. ANDREW SHERRILL, DIRECTOR OF EDU-
CATION, WORKFORCE, AND INCOME SECURITY, U.S. GOV-
ERNMENT ACCOUNTABILITY OFFICE

Mr. SHERRILL. Mr. Chairman, ranking member Woolsey, and
members of the sub-committee, I am pleased to be here today to
discuss the Department of Labor’s procedures for determining pre-
vailing wages under the Davis-Bacon Act.

Our prior reports—in those of Labor’s Inspector General have
made various recommendations to improve these procedures. Today
I Willil present the results of our report that was publicly issued last
week.

This report covers two topics, first the extent to which labor has
addressed concerns regarding the quality of the Davis-Bacon wage
determination process and second additional issues identified by
stakeholders regarding the wage determination process.

In recent years Labor has taken several steps to improve its
wage determinations. However, Labor has not addressed some key
issues with survey quality such as the representativeness and suffi-
ciency of survey data collected.

Among the steps Labor had taken is to shift away from a one-
size-fits-all approach for the four construction types. For highway
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surveys Labor began using certified payrolls as the primary data
source. For building and heavy surveys Labor adjusted timeframes
to better manage the quality of data received.

Labor expects these and other changes to reduce the time needed
to process highway surveys by more than 50 percent—by more
than 80 percent and building and heavy surveys by more than 50
percent.

While it is too early to fully assess the effects of Labor’s changes
a review found that they may not achieve expected results. Of the
12 surveys conducted under Labor’s review process that we as-
sessed against Labor’s new timelines we found that ten were be-
hind schedule, some by several steps in the process.

Many published wage rates are several years old. Labor’s 2010
performance goal was for 90 percent of published wage rates for
building, heavy and highway construction to be no more than three
years old. Labor achieved 61 percent. When we drilled down we
found almost 75 percent of the union prevailing rates were three
years old or less. In contrast 36 percent of the non-union prevailing
rates were three years old or less, almost half were ten or more
years old.

We also found critical problems with Labor’s wage survey meth-
odology—continued or survey-hindered survey quality. Labor can-
not determine whether its wage determinations accurately rep-
resent prevailing wages because it does not calculate survey re-
sponse rates or analyze those who do not respond.

A low response rate may mean the results are misleading or in-
accurate if those who differ—if those who respond differ sub-
stantively and systematically from those who do not respond. While
Labor is required by law to issue wage rates by the civil sub-divi-
sion of the state, its goal to issue them at the county level is often
not met because of insufficient survey response.

We reviewed four surveys that were issued in 2009 or 2010 and
found that Labor issued 11 percent of wage rates for key job classi-
fications using data from a single county. Forty percent of the wage
rates were based on statewide data. That means that the rate was
based either on data from all of the rural—or all of the metropoli-
tan counties in the entire state.

In the four surveys over one-quarter of the wage rates for key job
classifications were based on data reported for six or fewer work-
ers. The statutory requirement to issue rates by civil sub-division
limits Labor’s ability to address inadequate data. Labor’s not able
to augment its survey data with sources that draw on other geo-
graphical areas such as metropolitan statistical areas that may bet-
ter reflect regional markets.

We interviewed a wide variety of stakeholders including aca-
demics, contractors, contractor associations, unions to obtain their
perspectives. They voiced two key concerns, first little incentives to
participate in the wage surveys, second a lack of transparency in
the survey process.

Stakeholders cited various factors. They said were disincentives
to participate, for example, kit contractors may lack the necessary
resources, do not understand the purpose of the survey, may not
see the point in responding.
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Stakeholders also said there was a lack of transparency about
the number of workers and wage rates used to calculate prevailing
wages for each job classification and for providing such information
could enhance understanding of the process and result in greater
participation.

So in sum, to improve the quality and timeliness of the wage sur-
veys we recommended that Labor enlist the National Academies or
another independent statistical organization to evaluate and try to
provide objective advice on the survey, its methods and design, po-
tential for conducting a sample survey instead of a census survey
and other aspects of doing the process.

We also recommended that Labor take steps to improve the
transparency of its wage determinations which could encourage
greater participation in the survey. Finally we suggested that Con-
gress consider amending the requirement that Labor issue wage
Ealtes by civil subdivision to provide the agency with more flexi-

ility.

Mr. Chairman, ranking member Woolsey, members of the sub-
committee, that concludes my remarks. I would be happy to answer
any questions you may have.

[The statement of Mr. Sherrill may be accessed at the following
Internet address:]

http:/ |www.gao.gov [ new.items | d11486t.pdf

Chairman WALBERG. Thank you, Dr. Sherrill.
Mr. Markey?

STATEMENT OF TOM M. MARKEY, DEPUTY ADMINISTRATOR
FOR PROGRAM OPERATIONS, WAGE AND HOUR DIVISION,
U.S. DEPARTMENT OF LABOR

Mr. MARKEY. Chairman Walberg, ranking member Woolsey and
members of the sub-committee, thank you for the opportunity to
talk to you today about the role of the Department Wage and Hour
Division in Davis-Bacon wage determination.

The Davis-Bacon Survey Program was evaluated extensively in
the 1990s and early 2000s. The two evaluations that are most rel-
evant of what we will be discussing today are the 1999 GAO report
and the 2004 OIG report. Both reviews concluded that despite
Wage and Hour’s efforts there were still numerous problems with
timeliness and accuracy of wage determinations.

To address these concerns Wage and Hour enlisted the help of
McGraw-Hill Construction Analytics to assess our process and op-
erations. They recommended improving and stabilizing the IT sys-
tem, developing policies and training for survey staff, establishing
metrics to measure time limits and productivity and improving
communication with internal staff and external stakeholders.

Wage and Hour has implemented improving this based on these
recommendations which are starting to bear fruit. From 2005
through January 2011 Wage and Hour issued several major re-
leases to both its automated systems. These changes were designed
to complete and publish wage determinations in a more timely
fashion. In 2007 a bridge connecting both of these IT systems be-
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came operational, thereby allowing improvements to survey per-
formance measurements.

In addition Wage and Hour increased the number of survey staff,
established a new yearly training program for all survey staff,
drafted a new manual of operations—and using a manual and a
training guide that is updated with each IT system release—insti-
tuted performance measures for the age of wage rates, the period
of time from completion of the survey to publication and the time
required to conduct surveys.

It also incorporated analyst tracking reports enabling supervisors
to monitor the time spent by analysts and survey processing and
in specific task. Finally it developed new performance standards in
the fiscal year 2010 rating cycle for Wage and Hour staff. Wage
and Hour’s recent re-engineering efforts are as follows.

For highway construction many state departments of transpor-
tation conduct surveys of highway construction using the same pay-
ment data as Wage and Hour. We now work with these states to
issue and maintain current prevailing highway wage rates.

For residential surveys to combat traditionally low response
rates we are now conducting these surveys separately so we can
also call and visit to supplement the mailing that contractors re-
ceive.

For building and heavy construction we initiate a pilot program
of completing these in a shorter period of time—on average Wage
and Hours’ completing these surveys under this pilot within 24
months as opposed to many years in the past. At the same time
Wage and Hour was conducting all these improvements the agency
published wage determinations for 22 statewide backlog surveys.

The 2011 GAO report contains two recommendations. With re-
gard to the first one on the National Academies or other statistical
organizations we feel that given that we are currently making
changes to contract to a different organization and evaluate the ef-
forts of Wage and Hour may be premature, especially in light of
cost considerations. Wage and Hour nevertheless will explore the
options for seeking independent evaluation of survey methodology.

With regard to a transparency the wage determinations are
housed on WDOL, which is the result of a collaboration of multiple
federal agencies. Consequently any changes to the website must be
made in collaboration with these other entities and cannot be made
unilaterally by the department. We do, however, agree that the
public should have more information to clearly understand the
process here and have opened a dialogue with these other agencies.

Eight years after its enactment, the Davis-Bacon and related
Acts continued to protect the wages of hard-working Americans as
they build the nation’s infrastructure. Wage and Hour is doing its
part in this endeavor by re-engineering the Davis-Bacon Survey
Program to ensure that the injection of federal construction funds
to communities does not depress the wages of the local workforce.
Again thank you for the opportunity to testify today. I am happy
to answer any questions that the sub-committee may have.

[The statement of Mr. Markey follows:]
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Prepared Statement of Thomas M. Markey, Deputy Administrator for
Program Operations, Wage and Hour Division, U.S. Department of Labor

Chairman Walberg, Ranking Member Woolsey, and Members of the Sub-
committee, thank you for the opportunity to talk with you today about the role of
the U.S. Department of Labor’s Wage and Hour Division (WHD) in Davis-Bacon Act
wage determinations and enforcement. I appreciate the opportunity to discuss
WHD’s efforts to reengineer the Davis-Bacon Survey Program and our work to revi-
talize the enforcement of Davis-Bacon requirements on federally funded construction
projects.

The principle underlying the Davis-Bacon Act (DBA) is simple—to ensure that the
Federal Government’s extensive contracting activity does not have the unintended
consequence of depressing workers’ wages. Since its enactment in 1931, the DBA
has ensured minimum compensation levels for construction workers based on the
wages paid in a given locality and has provided a level playing field for all contrac-
tors in the construction industry. Construction is a labor-intensive sector of the
economy, often with multiple layers of contracting and subcontracting. Without the
DBA and the over 60 Davis-Bacon “related Acts” that contain Davis-Bacon pre-
vailing wage requirements, the Federal contracting agencies, state and local govern-
ments, and recipients of Federal grants who are responsible for federally funded or
assisted construction projects might never assume direct responsibility for the wages
of the laborers and mechanics who build our nation’s buildings, pave our roads, dig
our trenches, and maintain our infrastructure.

The DBA and the standards that it imposes on the Federal government and re-
cipients of Federal funds ensure that hard-working middle class Americans will not
see their wages and benefits undercut by Federal spending practices. As important,
these standards enable local contractors and subcontractors to compete for local
projects by protecting them from underbidding by contractors who import workforces
from outside the local community. As Secretary Solis’ vision for the Department of
Labor appropriately articulates, it is about “Good Jobs for Everyone.”

Today, the Federal government continues to construct buildings, build dams, and
fund housing projects. State highway departments pave roads with Federal funds
from the Federal Highway Administration. Local and State governments build
water treatment plants, modernize schools, and renovate airports. Many of these
projects are funded by the American Recovery and Reinvestment Act of 2009 (Recov-
ery Act), which appropriated substantial funding for construction, alteration and re-
pair of Federal buildings and for infrastructure projects. The DBA therefore is as
relevant today as it was when it was first enacted, and it continues to provide stable
wage rates and benefits that attract higher-skilled labor. And by attracting higher-
skilled workers who are both experienced and productive, construction projects are
more often completed on time and at lower cost.

The average annual earnings for construction workers in May 2009 was $43,350—
not significantly higher than the average annual earnings for construction workers
reported in 1995, when the Department last testified on the DBA before the House
Subcommittee on Workforce Protections. The industry remains particularly suscep-
tible to economic fluctuations that bring on periods of high unemployment and
underemployment, as we have seen in the most recent recession that began in De-
cember 2007. When Federal construction causes a sudden significant increase in the
demand for local labor in a high unemployment labor market, absent a prevailing
wage requirement, there is a strong downward pressure on local wages as the un-
employed and underemployed are drawn into the area for work. The Davis-Bacon
and related Acts provide the safety net for those local workers, their construction
companies, and their communities.

DOL and Davis-Bacon Wage Determinations

The longstanding mission of the Department of Labor’s Wage and Hour Division
(WHD) is to promote and achieve compliance with labor standards to protect and
enhance the welfare of the nation’s workforce. To this end, the WHD is responsible
for administering and enforcing some of our nation’s most comprehensive federal
labor laws covering, among other things, requirements and obligations relating to
minimum wage and overtime pay, recordkeeping, child labor, family and medical
leave, migrant work and worker protections in certain temporary worker programs,
and the prevailing wages for government service and construction contracts.

The Davis-Bacon Act requires that all contractors and subcontractors performing
work on federal contracts in excess of $2,000 for the construction, alteration, or re-
pair of public buildings or public works (and contractors or subcontractors per-
forming on federally assisted contracts under the related Acts) pay their laborers
and mechanics not less than the prevailing wage rates and fringe benefits listed in
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the contract’s Davis-Bacon wage determination for corresponding classes of laborers
and mechanics employed on similar projects in the area. Davis-Bacon labor stand-
ards clauses must be included in covered contracts. Since the 1990s, WHD has fo-
cused on improving the accuracy and timeliness of DBA wage determinations by re-
engineering the DBA survey program and providing the best opportunities for in-
creasing stakeholder participation. During the last 24 months in particular, WHD
has reevaluated and changed various administrative processes, addressed rec-
ommendations from various audits, improved outreach, and enhanced enforcement.
These changes of the last two years are already producing positive results.

For example, the survey backlog is gone. The only surveys being processed in the
system at this time are recent surveys and some of these surveys are nearing publi-
cation. Additionally, the time needed for survey analysis (cutoff date to on-site
verification) has decreased from 2-5 years to less than 12 months.

The 2011 Government Accountability Office (GAO) audit of the Davis-Bacon Sur-
vey Program at issue in today’s hearing analyzed WHD’s IT system, the timeliness
and accuracy of the survey process, the effectiveness of WHD personnel, and the
performance measures WHD employed. Prior to the audit, WHD was already en-
gaged in addressing many of these issues, but, as WHD staff acknowledged to the
GAO auditor, WHD’s improvements to its DBA survey program are ongoing.

IT System

WHD has adopted a systematic approach to effect improvements in the wage de-
terminations IT system. From 2005 through January 2011, twenty-nine (29) major
releases and updates were made to WHD’s Automated Survey Data System (ASDS)
and seventeen (17) major releases and updates were made to the Wage Determina-
tion Generation System (WDGS). The changes were designed to increase the speed
of processing so that surveys could be completed and published in a more timely
fashion. In 2007, a “bridge” connecting both of these IT systems (an enhancement
that had been discussed in WHD’s May 2006 report to Congress) became oper-
ational, thereby allowing improvements to survey performance measurements and
other reports.

These IT improvements have enhanced the efficiency and effectiveness of myriad
tasks performed both by the WHD’s analysts and by the agency’s contract staff at
the University of Tennessee’s Construction Industry Research and Policy Center
(CIRPC). For example, the usual time needed to complete basic business processes,
such as loading F.W. Dodge reports that identify construction projects within a par-
ticular geographic area, has been reduced from three weeks to one hour; the time
needed to prepare documents for on-site verification has been reduced from one
month to one day; and area practice resolution by WHD staff has been reduced from
weeks to one day.

IT development and resulting changes to the survey process to further increase
the accuracy and timeliness of DBA wage surveys and wage determinations are still
ongoing. Also, improvements to reports used to assess the performance of both WHD
analysts as well as the overall program continue to be developed and implemented.

Process (Timeliness and Accuracy)

Prior to the 2011 GAO audit, WHD began reviewing survey processes in the key
areas in which there was substantial time expenditure by staff (WHD and contract
staff). Many of the large time expenditures were reduced by IT improvements. For
example, the time spent by WHD survey analysts on administrative/clerical type
functions was greatly reduced when WHD modified the University of Tennessee con-
tract, thereby freeing WHD staff to concentrate on analysis and clarification of data.
Regional WHD analysts are now performing analysis and clarification of data within
two weeks of the receipt of such data. Despite a large amount of data still being
received on the survey cut-off date, processing time is quicker than before because
all other data is reviewed and processed by the cut-off date. Currently, contractor,
third party, and on-site verification are being performed within an average of six
to eight months from survey cut-off date compared to the 12-15 months it took prior
to 2010.

Early IT problems had caused a backlog of surveys awaiting on-site verification,
analysis, review, and publication. In 2005, there were 22 statewide surveys in
WHD’s Automated Survey Data System (ASDS) that had been started in the years
2002 through 2004. This backlog of surveys in the data system affected the start
of new surveys. To remedy this, changes were made to the IT program allowing
cross-regional work and, as a result, new surveys were started in 2007. Additionally,
all of the 22 “old” surveys were completed and published either in FY 2009 or in
FY 2010.



13

Beginning in 2002, new statewide surveys were conducted of all four types of con-
struction (residential, highway, building, and heavy) in an effort to maximize re-
sponses. Because they covered all four types of construction at one time, the surveys
were very large and clarification and analysis became much more difficult. In 2009,
WHD determined that it would be more efficient for residential and highway sur-
veys to be conducted separately, while continuing to conduct building and heavy
construction statewide surveys concurrently because the same universe of contrac-
tors are engaged in both building and heavy construction. Additionally, most build-
ing construction is related to heavy construction, i.e., site prep and utility infra-
structure.

Concerning highway construction, because many state Department of Transpor-
tation (DOT) offices conduct state surveys of highway construction using the same
payment data used by WHD in their surveys, WHD contacted all state DOTs re-
garding state conducted highway construction surveys to obtain their data and sur-
vey information. For those states in which highway surveys were not conducted by
the state, WHD began working with those states to obtain certified payroll data so
that WHD could conduct the survey. Based on this effort, 33 states now work with
WHD to issue and maintain current prevailing highway wage rates. Three states
(Arkansas, Mississippi, and Utah) were surveyed by WHD, and new highway rates
were published in 2008. WHD will also publish 11 statewide highway surveys fund-
ed under the Recovery Act in 2011 (Oklahoma, New Mexico, North Carolina, South
Carolina, Nebraska, Maine, Vermont, New Hampshire, Colorado, Louisiana, and
Florida). WHD will work with the state DOTs on the three remaining states (Ken-
tucky, Massachusetts, and Idaho) to obtain state data or conduct a survey in 2012.
Also in 2012, WHD will schedule new highway surveys for Arkansas, Mississippi,
and Utah. Upon publication of these surveys, WHD will have met its goal of having
all surveys of highway construction completed with results (wage rates) published
within the last three years. WHD will then develop a survey plan with a schedule
of publishing rates for 17 states each year so that highway construction wage rates
are based on data no older than three years.

Residential surveys are the most difficult of all surveys to conduct because the
construction projects are small and the contractor response rate is the lowest of all
survey types. As a result, WHD decided to conduct these surveys separately so that
additional calls and/or visits to contractors to solicit participation could be made.
WHD began its revised residential construction program in 2010 with a statewide
survey of Missouri. Residential surveys of Maine, Vermont, New Hampshire, Mary-
land, Virginia, North Carolina, South Carolina, Nevada, Washington, and Oregon
will follow in 2011 and 2012.

Personnel

WHD has increased the number of both its Federal survey staff in the regional
offices as well as contract staff at the University of Tennessee to provide support
for the increased number of surveys and the reduced timeframes in which surveys
are to be concluded.

In 2006, the WHD national office established a new yearly training program for
all of the field offices in each region. Training is also provided to University of Ten-
nessee staff by WHD national office personnel.

Additionally, WHD has drafted a new manual of operations. Once approved, it
will be posted on the WHD Intranet for use by staff as well as on the agency’s public
website. Moreover, with each new update to WHD’s IT systems (WDGS and ASDS),
a training guide is now also prepared and training on the new release is provided
to analysts. WHD prepared a comprehensive user manual for each of the automated
systems in 2008. The manuals are updated with each release and are maintained
on the WHD Intranet.

Yearly planning meetings are held with the Regional Wage Specialists (RWS),
Senior Wage Analysts, and National Office staff. Monthly conference calls are held
with all regional and national office staff. In addition, regular calls as well as on-
site visits are made to contractors.

Performance Measures

From 2004 through 2009, the only performance measure that WHD reported for
the Davis-Bacon Survey Program was related to the processing of wage determina-
tions submission (“WD-10”) forms, which measured only how efficiently WHD staff
processed the survey forms. However, in 2006, WHD instituted additional perform-
ance measures for this program to address the timeliness of the DBA wage survey
and wage determinations program. The age of wage rates, the period of time from
completion of the survey to publication, and the time required to conduct surveys
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are now measured. Reports measuring these items are in ASDS and WDGS and are
calculated based on the work processes performed in the system.

The 2011 GAO Report indicates that start dates are being entered into the system
differently by regions and, therefore, the ability to accurately measure the survey
timeliness is affected accordingly. However, the surveys reviewed and discussed in
the 2011 GAO report were entered into ASDS in early January 2009, prior to the
date when a new survey time tracking report was implemented in the October 2009
ASDS release. This accounts for the differences in reporting by the regions. In the
planned April 2011 release, ASDS will automatically populate the fields when the
region enters data so there will be uniformity in reporting. This report, along with
the analysts’ time reports, will allow WHD to monitor the processes in which large
amounts of time are being spent and allocate resources accordingly.

Analyst time tracking reports were incorporated into ASDS in 2009, enabling su-
pervisors to monitor the time spent by analysts in survey processing and in specific
tasks. Additionally, all WD-10s reviewed and submitted by analysts are also re-
viewed by the senior wage analyst in each region and feedback is given immediately
to the analysts. All of these initiatives have resulted in more accurate reporting of
information, allowing, among other things, WHD national office personnel to mon-
itor the time spent in specific survey activities. Additionally, new performance
standards were also developed for the FY 2010 rating cycle for WHD regional and
national office survey and wage determinations staff. These standards are closely
aligned to the agency’s program performance goals and measures.

As documented in the foregoing, WHD has implemented numerous changes over
the last five years. As GAO acknowledges with respect to timeliness, it is too early
to assess the effects of Labor’s 2009 changes. This is also true with respect to other
process improvements that WHD has implemented over the last two years. For
building and heavy construction, the new processes instituted in 2009 and 2010
broke down the survey process for these types of construction into discrete tasks and
estimated how long each task should take, with a goal of completing building and
heavy surveys in a shorter period of time (19 months). There were five surveys in
the pilot: Montana, Wyoming, North Carolina, South Carolina, and West Virginia.
The 2011 GAO Report states that WHD is behind schedule in each of these surveys.
The pilot program was developed to test this process, refine it, and eventually meet
the estimated goal of 19 months. Of the nine building and heavy statewide surveys
started in 2009 with data collection cut-off dates from December 31, 2009, to Feb-
ruary 28, 2010, four surveys (Montana, Wyoming, New Hampshire, and Vermont)
are being published now; three surveys (North Carolina, South Carolina, and Maine)
will be published in next two months; and two surveys (West Virginia and Ne-
braska) are in on-site verification and will be published in the summer of 2011. This
is an average of 24 months from the time the survey was entered in the system to
publication and an average of 12 months from the survey cut-off date to publication.
This clearly indicates that WHD has substantially reduced the time in every process
as compared to five or ten years ago. WHD continues to make improvements to the
survey process in order to reach its goal of a 19-month turn around time period.

In addition to conducting and completing all of the above surveys, WHD con-
ducted and completed a building, heavy, highway, and residential survey of Guam
in 2010, and a residential weatherization construction survey of 50 states and
Washington D.C. in 2009. The weatherization construction survey in particular
stands out as a significant accomplishment for WHD as the agency completed it
within 3 months. The Department of Energy’s weatherization program received $5
billion as a result of the Recovery Act. The Recovery Act also applied Davis-Bacon
Act provisions to the program for the first time because Congress wanted to assure
that workers employed on Recovery Act-funded projects were paid the legally man-
dated wages and benefits. WHD initiated and completed the prevailing wage rate
surveys during July and August 2009 and published weatherization rates for more
than 3,000 counties by September 3, 2009. After publication, it was discovered that
due to the inexperience of some community action agencies with the Davis-Bacon
survey requirements, some of the data submitted to WHD had errors. As a result,
WHD decided to re-verify all the submitted survey data to ensure the data was ac-
curate and reliable. WHD then published revised prevailing wage rates for weather-
ization in December 2009.

Guam will continue to be surveyed every year in accordance with the legal re-
quirements concerning Federal construction projects on Guam. The further reduc-
tion of survey time should continue as more and more of the survey and wage deter-
mination processes are being automated and improved.

As WHD conducts surveys more frequently in accordance with the new processes
outlined above, the age of the surveys addressed in the 2011 GAO Report with con-
tractors and unions should be reduced. New wage surveys of states surveyed in 2002
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are already being conducted. Surveys of Georgia, New Hampshire, Maine, and
Vermont are currently being conducted. Surveys of Florida, Utah, and Nevada are
planned for late 2011.

The 2011 GAO Report also refers to the quality of representation and responsive-
ness in WHD’s survey results. WHD has already taken steps to address this con-
cern. Notably, the December 2010 ASDS release has provided the capability to track
responses for every contractor and interested party, and the April 2011 release will
give us additional reporting capability. The automatic breakdown by construction
type will occur later in 2011. This will only affect building and heavy construction
surveys as they are conducted together as one survey. However, as discussed in the
2011 GAO Report, since these efforts are ongoing it is premature to assess their ef-
fectiveness at this time.

The 2011 GAO Report discusses the lack of incentive for stakeholders to partici-
pate in the survey process. Despite an aggressive outreach program to increase par-
ticipation in the survey process from all parties, including small contractors and
their associations, the Davis-Bacon survey is still a voluntary survey. See 29 CFR
1.3(a). Many of the shortcomings in the surveys arise from the voluntary nature of
the survey process.

There is also a discussion in the 2011 GAO Report about reporting errors. The
errors mentioned in the report were found in the data verification process of the
survey and typically (if not always) resulted from errors in the information provided
by survey respondents, not from errors by WHD employees. WHD’s survey submis-
sion form (WD-10) asks responders to report on the multiple types of work per-
formed by each classification for which they are reporting data. WHD then bases
rates on the work performed by the classification. While the 2011 GAO Report
states that 19 of 27 interested parties (70%) interviewed by GAO found the forms
easy to use, WHD believes any confusion by any stakeholder is undesirable. It is
important to note, however, that many of the errors discovered during on-site
verification do not impact the accuracy of the wage rates, such as recording the
wrong name or address of the contractor, or not reporting the correct contract
anllount. These all get counted as errors but have no impact on the wage rates them-
selves.

The 2011 GAO Report at page 27 indicates that errors may have occurred because
WHD did not pretest a redesigned form. However, this form is not a new form. It
is the old WD-10 data placed on a scannable format. Over time there has been a
substantial increase in electronic wage determinations submissions; and therefore,
a decision was made to make changes to this format to allow respondents to save
data, etc. so as to ease the information collection process on the part of the partici-
pant. As noted in the 2011 GAO Report, WHD has indicated that another update
is planned to address portions of the form that respondents find confusing. These
changes may only be implemented with the approval of the Office of Management
and Budget (OMB) in coordination with the U.S. Census Bureau, and in conjunction
with changes to ASDS. The effectiveness of these changes cannot be assessed until
after implementation.

The 2011 GAO Report indicated that stakeholders found problems with the trans-
parency of the process. WHD agrees that greater transparency would enhance the
process and the agency has already identified a number of improvements that could
be implemented. These improvements range from improvement to the WHD
website, including additional information on the surveys and survey data, to more
descriptive language on the wage determinations.

In every WHD wage survey, contact is made with unions and contractor associa-
tions. For the Florida and New York surveys mentioned in the 2011 GAO Report,
the contractor associations did not respond to WHD’s offers of pre-survey briefings.
WHD will continue to work with the contractor associations, unions, and other in-
terested parties to increase participation and to solicit the necessary wage informa-
tion. As surveys are conducted more regularly, WHD anticipates that participation
in the pre-survey briefings and in the surveys themselves will become routine for
the stakeholders, thus decreasing confusion and increasing overall response rates.

2011 GAO Recommendations

The 2011 GAO Report contains two recommendations for WHD. The first rec-
ommendation suggests that the Secretary of Labor direct WHD to enlist the Na-
tional Academies or other independent statistical organization to evaluate and pro-
vide objective advice on the wage survey. WHD has previously enlisted McGraw Hill
Construction Analytics, a firm of leading industry economists with expertise in con-
struction analysis, trends, and forecasts, to assess WHD’s process and operations.
The recommendations from McGraw Hill, which WHD provided to the GAO auditor,
have been implemented and are beginning to bear fruit. Given that further changes
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to the process are currently being implemented or will be implemented in the near
future, contracting to a different organization to evaluate the efforts of WHD may
be premature, especially in light of cost considerations. WHD will, nevertheless, ex-
plore options for seeking independent evaluation of the survey methodology and
identify organizations or academics that may have expertise in this area.

The second recommendation states that the transparency of wage determinations
needs to be improved. The wage determinations are housed on the website “WDOL.”
The WDOL website is the result of a collaboration of the Department of Labor,
OMB, National Technical Information Service, General Services Administration, and
Department of Defense. Consequently, any changes to the Website must be made
in collaboration with these other entities and cannot be made unilaterally by the
Department of Labor. WHD, however, agrees with the recommendation that the
public should have more information to clearly understand the information being re-
quested and the calculations and codes that are used on the wage determinations.
As indicated above, WHD is already undertaking steps to address these concerns.

DBA Enforcement and Compliance Assistance

In Fiscal Year (FY) 2010, in addition to focusing on reengineering the Davis-
Bacon Survey Program, WHD also increased and enhanced its DBA enforcement
and outreach activities, pursuing opportunities made possible with funds from the
Recovery Act to implement new enforcement and outreach strategies with the objec-
tive of realizing Secretary Solis’ vision of Good Jobs for Everyone.

DOL’s commitment to improving compliance for workers on DBA covered con-
struction projects is particularly important because the DBA does not provide for
a private right of action to collect prevailing wages that are legally owed to them.
Additionally, enforcement of the DBA provisions, as stated earlier, ensures that
wage rates in local communities are not adversely impacted by an influx of workers
who are willing to work at wages below those paid in the local area. Construction
workers who work in high wage areas should not lose out on opportunities to work
on Federal projects in their communities because workers from other areas are will-
ing to take the jobs for less pay. The infusion of Federal dollars into communities
should never be the trigger that depresses wages.

In FY 2010, WHD pursued an aggressive enforcement and outreach program, tar-
geting for DBA compliance 660 contractors and 51 projects funded under the Recov-
ery Act. In addition, WHD reinforced its policy to accept third party complaints re-
garding DBA noncompliance. As a result, in FY2010, WHD found over $7.4 million
in back wage compensation owed to 3,716 employees on DBA-covered projects. Addi-
tionally, in FY 2010, WHD completed 1,087 DBA and Recovery Act investigations.
As a comparison, in FY 2008, WHD completed 406 DBA investigations.

In part, WHD was able to achieve this measurable improvement after creating a
new Senior Investigator Advisor (SIA) position, deploying 33 existing investigators
to serve as SIAs in various locations across the country. These advisors were respon-
sible for overseeing all Recovery Act investigations, training, and coaching other
WHD investigators in DBA enforcement principles, and providing training and out-
reach to various stakeholders in the Federal contracting community. Because basic
skills in DBA enforcement had diminished throughout the agency over the last ten
%ears, training was undertaken at various levels of the organization on a nationwide

asis.

WHD also expanded its efforts to educate contractors and workers about their
rights and responsibilities on DBA-covered work. To reach as large an audience as
possible, WHD conducted a series of free Prevailing Wage Conferences on the laws
and regulations applicable to Recovery Act projects. Specifically, these conferences
included program seminars on the Davis-Bacon Act, the McNamara-O-Hara Service
Contract Act and the Fair Labor Standards Act; the process of obtaining wage deter-
minations and adding classifications; WHD’s compliance and enforcement processes;
and the process for appealing wage rates, coverage and compliance determinations.

The initial conferences in Washington, D.C.; Chicago; Orlando; Long Beach; San
Antonio and Boston were intended to reach all geographic areas of the country. In
FY 2010, WHD conducted three more Prevailing Wage Conferences in Guam, New
Orleans, and Cleveland. Altogether, total registrations at these conferences exceeded
2,170. Due to the success and positive response WHD received from these con-
ferences, the agency announced that it will host five more conferences in FY2011
in Melbourne, FL; New York City; Phoenix; Denver; and Las Vegas.

In addition to the Prevailing Wage Conferences, WHD also increased its specific
outreach to employers and employer associations to provide compliance assistance
and education. The agency made presentations to the National Association of
Women in Construction, the Independent Electrical Contractors, the Power and
Communication Contractors Association, the Professional Services Council, and the
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Associated General Contractors of America, and met with 370 minority/women-
owned construction companies. WHD also developed a webpage dedicated to pro-
viding all of our government contract stakeholders with up-to-date compliance as-
sistance materials regarding the DBA, SCA, and the prevailing wage requirements
under the Recovery Act.

In addition, WHD provided compliance assistance to various contracting agencies
and hundreds of contracting officers, and responded to technical assistance requests
from many prime contractors and recipients of federal financial assistance awards,
including grant recipients of the U.S. Department of Agriculture and the U.S. De-
partment of Commerce for construction of fiber optic lines under the Broadband
USA program, as well as recipients and contractors performing work under various
Department of Energy programs, including the Weatherization Assistance Program.
WHD participated in outreach events hosted by the President’s Recovery Account-
ability and Transparency Board including the production of a You Tube video that
highlights DBA requirements on Recovery Act funded projects. WHD also found op-
portunities to conduct Recovery Act workshops and staff information booths at
broader events such as the 2010 DOL Informational and Outreach forum at Rice
University in Houston, TX.

On March 31, 2011, the DOL Office of the Inspector General (OIG) published an
audit of WHD’s DBA wage determinations and enforcement processes, particularly
the agency’s utilization of Recovery Act funding. The objectives of the audit were
to determine whether WHD: (1) provided adequate compliance assistance/outreach
to ensure Recovery Act contractors and subcontractors complied with the DBA; (2)
conducted timely prevailing wage complaint and directed investigations, in accord-
ance with applicable policies and regulations; and (3) issued timely and reliable pre-
vailing wage determinations in response to the Recovery Act, in accordance with ap-
plicable policies and regulations.

The OIG’s published report validates WHD’s efforts to improve outreach, enhance
enforcement of the DBA provisions, and reengineer the Davis-Bacon Survey Pro-
gram. Specifically, the OIG determined that: (1) WHD outreach efforts were exten-
sive and effective; (2) WHD used Recovery Act funds to shift the overall focus of
DBA investigations using initiatives that have resulted in lasting improvements to
the investigation program; and (3) WHD conducted timely surveys and established
reliable prevailing wage determinations required by the Recovery Act as illustrated
by WHD'’s use of Recovery Act funds to update 10 DBA highway surveys, and quick-
ly issue rates for DOE’s weatherization program. The OIG did not make any rec-
ommendations for improvement.

WHD has implemented program goals and objectives for FY 2011 that will con-
tinue targeting Recovery Act project investigations for DBA compliance, providing
outreach opportunities for educating stakeholders on the DBA requirements, and
aggressively pursuing complaints of DBA violations with an emphasis on targeting
and debarring contractors who commit repeat or serious DBA violations.

Conclusion

Secretary Solis has consistently stated that all of the work of the Department of
Labor is focused on achieving Good Jobs for Everyone. The Labor Department’s vi-
sion of a “good job” includes jobs that:

e increase workers’ incomes and narrow wage and income inequality;
assure workers are paid their wages and overtime;
are in safe and healthy workplaces, and fair and diverse workplaces;
provide workplace flexibility for family and personal care-giving;
improve health benefits and retirement security for all workers; and

e assure workers have a voice in the workplace.

To achieve this goal, the Department is using every tool in its toolbox, including
increased enforcement actions, increased education and outreach, and targeted regu-
latory actions. These unifying themes seek to foster a new calculus that strengthens
protections for workers and results in significantly increased compliance.

Eighty years after its enactment, the Davis-Bacon and related Acts continue to
protect the wages of hard-working Americans as they build our nation’s infrastruc-
ture. In addition to providing a stable and fair contracting environment for busi-
nesses that perform construction covered by Davis-Bacon labor standards, the Acts
ensure that construction workers receive appropriate prevailing wages that con-
tribute to the quality of their lives and to the communities in which they live.

WHD is doing its part in this endeavor by reengineering the Davis-Bacon Survey
Program and enhancing enforcement of the DBA requirements to ensure workers
are paid the wages they are legally owed and that the injection of Federal construc-
tion funds into communities does not depress the wages of the local workforce.
These efforts help to increase workers’ incomes and narrow wage and income in-
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equality, and they ensure the sustainability of American’s hard-working middle
class.

Again, thank you for the opportunity to testify today. I am happy to answer any
questions the Subcommittee may have on the Department of Labor’s work to im-
prove the accuracy and timeliness of DBA wage determinations and to enhance DBA
enforcement.

Chairman WALBERG. Thank you, Mr. Markey.
Mr. Eisenbrey?

STATEMENT OF ROSS EISENBREY, ESQ., VICE PRESIDENT,
ECONOMIC POLICY INSTITUTE

Mr. EI1SENBREY. Thank you, Mr. Chairman. Congress enacted
Davis-Bacon to assure workers on federal

Chairman WALBERG. Make sure your mic is on.

Mr. EISENBREY. Congress enacted Davis-Bacon to assure workers
on construction projects a fair wage and to provide local contractors
a fair opportunity to compete. The requirement to pay no less than
locally prevailing wages is absolutely essential to protect local
standards and to prevent competition based on low wages rather
than on productivity, efficiency and quality.

The act has achieved those goals for 80 years so it is easy to for-
get its importance. Like many things in life it is only when it is
gone that we realize just how valuable its protections really are.
Hurricane Katrina is a case in point. After the hurricane struck the
Gulf coast President Bush suspended the act by executive order.
What happened?

Well, workers didn’t get a fair wage because contractors could bid
the work at the minimum wage instead of the prevailing wage.
They brought in itinerant crews from outside the Gulf Coast, even
from outside the U. S., and paid rock-bottom wages.

Workers, for example, were reportedly hired at $60.00 per day,
no benefits and a long workday. Local contractors were underbid
and got passed over at their hour of greatest need and opportunity.
They watched multi-nationals sweep in and take millions of dollars
of federal clean-up contracts. Finally President Bush reinstated the
act.

When local workers are hired there is a benefit to local busi-
nesses beyond construction firms. Local workers spend locally. Out
of state crews take their wages with them. There are huge regional
and state variations in construction industry pay just as there were
in 1931. State hourly wages range from about $18.00 in Alabama
to about $36.00 in Alaska. Construction wages in adjacent counties
can also differ remarkably which is why Davis-Bacon’s preference
for county-based wage determination makes some sense.

Using OES data from the Bureau of Labor Statistics in the
Chairman’s home state we see enormous differences between
Washtenaw County where electricians average about $34 and hour
and next door in Livingston County where they average about $27.
Tile and marble setters in Livingston County earn about $32.00 an
hour on average but next door in Genesee they earn far less, about
$22.00 an hour.

The Davis-Bacon Act serves another extremely important pur-
pose. It supports high quality training by encouraging the oper-
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ation of union apprenticeship programs and compelling the non-
union sector to try to compete.

The typical contractor has little incentive to invest in skills train-
ing since the worker can carry that investment to another em-
ployer. Unions overcome contractors’ natural reluctance to make
the investment by compelling employers to contribute to joint ap-
prenticeship funds.

Every signatory contractor pays his fair share and benefits equal-
ly from the training provided. The Davis-Bacon Act incentivises
(sic) these apprenticeships by permitting payment of lower wage
rates to employers enrolled in bone fide a apprenticeship programs.
Contractors can submit lower bids when they employ bone fide a
apprentices as part of their work force.

Critics claim that the act raises the cost of construction bene-
fiting the workers at the expense of taxpayers. But a great deal of
empirical research refutes that. There have been natural experi-
ments—elegant natural experiments where states have repealed
their laws or passed laws and then you see what happens following
that change in state law. And it shows without question that these
laws do not raise construction costs.

Higher wages lead employers to invest in labor saving tools and
equipment which increases productivity. Better paid, more skilled
workers are safer, work more efficiently and deliver a better prod-
uct.

Construction workers in states that have little Davis-Bacon Act
prevailing wage laws are 13 percent to 15 percent more productive
on average than construction workers in non-prevailing wage
states. Given that construction wages and benefits are only about
30 percent of construction cost it is easy to see how higher produc-
tivity offsets the increased cost of prevailing wages.

The GAO does identify some problems. The surveys are not—the
response rates are not very good. And I have a couple of ideas in
addition to what GAO suggests which I think makes a lot of sense.
They should do more outreach. The Labor Department should do
more outreach.

They should use Webinars, they should get on the phone and call
contractors. They should really make an effort to get a higher re-
sponse rate. But there are other things that could be done and two
in particular I think make a lot of sense.

One would be to pay small employers—contractors—especially
ones who aren’t bidders on contracts. Pay them $100 for their time
to fill out the surveys. That would give them the incentive—if he
says there is no incentive or little incentive now. That would give
them an incentive.

The other thing that could be done—and I think this is very im-
portant—is to amend the Federal Acquisition Regulations to re-
quire that anyone who does work on a federal construction contract
has to respond. Mandate a response to any relevant appropriate
survey. That would, by itself, greatly increase the response rate.
Mr. Sherk will suggest using an alternative

Chairman WALBERG. Mr. Eisenbrey, your time is up.

Mr. EISENBREY. I—just to sum up I would just say that there are
problems using the OES. It doesn’t have benefits. I think he recog-
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nizes that and the sample sizes are too small to cover all of the
classifications at the metropolitan survey area.
[The statement of Mr. Eisenbrey follows:]

Prepared Statement of Ross Eisenbrey, Vice President,
Economic Policy Institute

Good morning, Mr. Chairman and members of the subcommittee. I am Ross
Eisenbrey, Vice President of the Economic Policy Institute, a non-partisan think
tank whose mission is to document the impact of the economy on working and mid-
dle class families and to develop policies to ensure shared prosperity.

The subject of today’s hearing, the Davis Bacon Act and its implementation by
the Department of Labor, is important to middle class Americans. The Act helps sta-
bilize a sector of the economy which is fundamental to our overall economic perform-
ance and which provides good jobs to millions of non-college educated men and
women.

Congress enacted the Davis Bacon Act to assure workers on federal construction
projects a fair wage and to provide local contractors a fair opportunity to compete
for construction contracts. The requirement to pay no less than locally prevailing
wages is essential to protect local standards and to prevent competition based on
low wages rather than on productivity, efficiency and quality.

The Act has succeeded in those goals for 80 years, so it’s easy to forget its impor-
tance. Like many things in life, it’s only when it’s gone that we realize just how
valuable its protections really are. Hurricane Katrina is a case in point. After the
hurricane struck the Gulf Coast, President Bush suspended the Act by executive
order. What happened?

Workers didn’t get a fair wage because contractors could bid the work at the min-
imum wage instead of the prevailing wage. They brought in itinerant crews from
outside the Gulf Coast—even from outside the U.S.—and paid rock bottom wages.
Roofers, for example were reportedly hired at $60 per day.

Local contractors couldn’t compete and got passed over at their hour of greatest
need and opportunity. Stories in the Baltimore Sun, Atlanta Journal Constitution
and New Orleans Times Picayune reported on the unhappiness of local businesses
that watched multinationals sweep in and take millions of dollars of federal clean-
up contracts. An editorial in the Times Picayune under the headline “Rebuilding ef-
fort should be localized” hit the nail on the head:

“[Wle are already moving quickly and boldly in the wrong direction * * *
[Y]ou can hardly entice [our citizens] back if you're only willing to pay pov-
erty wages. But in the wake of the disaster, President Bush suspended the
Davis-Bacon Act. * * * In essence, there’s no ceiling preventing sky-high
profits for these [out-of-state] contractors and not much of a floor to ensure
that wages to workers are not abysmally low. There is an intelligent way
to rebuild our city. This, however, isn’t it.”

When local workers are hired there’s a benefit to local businesses beyond the con-
struction firms themselves because local workers spend locally. Out-of-state crews
take their wages with them.

The importance of the locally prevailing wage requirement in the Act goes beyond
disaster situations, of course. There are huge regional and state variations in con-
struction industry pay, just as there were in 1931. In 2010, we have data available
for the hourly wage of all workers in the construction industry by state in 43 states.
They averaged $24.54. However, the range of state hourly wages was quite large:
from a low of $18.33 in Alabama to a high of $36.15 in Alaska. Five states had hour-
ly wages in construction below $20 an hour (Alabama, Arkansas, Maine, Mississippi,
Texas), and six states’ wages were above $30 an hour (Alaska, Illinois, Massachu-
setts, New Jersey, New York, Washington). Likewise, within-state differences can
be extreme.

Construction wages in adjacent counties can differ remarkably, which is why the
Davis-Bacon Act’s preference for county-based wage determinations makes sense. In
the Chairman’s home state, it’s perhaps no surprise that carpenters average $9 an
hour more in urban Washtenaw County than in rural Charlevoix County, according
to BLS data (which do not account for further differences in fringe benefits). But
there are enormous differences even between Washtenaw County, where electricians
average $33.71 an hour, and next door in Livingston County, where they average
$27.41. Tile and marble setters in Livingston County earn $31.69 on average,
whereas next door in Genessee County they earn far less—$22.27 an hour.

The Davis Bacon Act serves another extremely important purpose that was not
foreseen by Congress in 1931. It supports high quality training by encouraging the
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operation of union apprenticeship programs and compelling the non-union sector to
try to compete. The typical contractor has very little incentive to invest in skills
training since the worker can carry that investment with him to another employer.
Unions overcome contractors’ natural reluctance to make the investment by compel-
ling employers to contribute to joint apprenticeship funds: every signatory con-
tractor pays his fair share and benefits equally from the training provided.

The Davis Bacon Act incentivizes apprenticeships by permitting payment of lower
wage rates to employees enrolled in bona fide apprenticeship programs. Contractors
can submit lower bids when they employ bona fide apprentices as part of their
workforce.

Critics claim these goals are achieved at too high a price, that the Act raises the
cost of construction, benefitting the workers at the expense of taxpayers. But a great
deal of empirical research refutes the claim that prevailing wage laws inflate con-
struction costs. Work by Professors Peter Philips and Garth Magnum of the Univer-
sity of Utah, by Prof. Dale Belman of Michigan State University, and Prof. Hamid
Azari-Rad of the State University of New York, among others, shows that prevailing
wage laws lift workers’ wages and compensation without significantly increasing
construction costs.

Higher wages lead employers to invest in labor-saving tools and equipment, which
increases productivity. Better paid, more skilled workers are safer, work more effi-
ciently, and deliver a better product. Prof. Philips has calculated that construction
workers in states with “little Davis Bacon” prevailing wage laws are more produc-
tive, on average, than construction workers in non-prevailing wage states. Their
value added is 13-15% higher per employee. Given that construction wages and ben-
efits are only about 30% of construction costs, it is easy to see how higher produc-
tivity offsets the increased cost of prevailing wages.

The GAO report

fGA][C)) makes three recommendations, one for Congress and two for the Department
of Labor:

1. Congress should consider giving DOL more flexibility in the requirement that
wage rates be issued by civil subdivision.

2. DOL should obtain expert advice on its survey design and methodology.

3. DOL should take steps to increase transparency in its wage determinations.

None of these recommendations is earth-shaking, and the report makes clear that
DOL is engaged in the process of making improvements. The Department seems to
be on the verge of ending a long period of neglect, when many wage determinations
were not updated for more than a decade and the survey process itself was allowed
to drag on interminably. Highway surveys, for example, which have taken an aver-
age of 42 months, will be completed in eight months.

GAO admits that it is too early to fully assess the effects of changes DOL made
in 2009, but it goes on to criticize the timeliness of survey data nevertheless. It is
important, however, to remember that the use of older data usually means that
wage rates are set lower than would otherwise be the case. It is employees, first
and foremost, who pay the price for delays.

With respect to the first recommendation, it is clear that DOL already has consid-
erable flexibility in choosing the survey area for wage determinations and uses it.
If there aren’t sufficient responses in a county, DOL combines nearby counties in
groups and super groups, only resorting to statewide data when absolutely nec-
essary. The large use of statewide data in the four states GAO examined is an indi-
cation that DOL needs to do more to improve the survey response rate.

As we saw earlier, there are very real differences, county by county, in how con-
struction workers are compensated. To prevent the federal government from altering
the market, wage determinations based on surveys that perfectly reflect county
wage patterns would be ideal. The Bureau of Economic Affairs and the Bureau of
Labor Statistics do not collect and report wage data consistently at the county level
for all of the construction industry’s occupational classifications. The most direct so-
lution is to improve the DOL surveys and collect more complete information.

The surveys are voluntary, and that is a major source of the response rate prob-
lem. Many reasons have been offered for the lack of participation: some people don’t
understand the survey’s importance, others don’t trust or want to assist the govern-
ment, while others feel they can’t afford to take the time to respond. The oddest
reason GAO proffered was that some people think the surveys lead to inaccurate
wage determinations, even though their non-participation is a cause of the inaccu-
racy they complain about.

GAO’s recommendations for greater outreach and transparency seem like obvious
pieces of the puzzle. And I have trouble understanding DOL’s reluctance to seek ex-
pert advice on ways to increase the survey response rate. The quality of the surveys
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depends on maximizing the rate and accuracy of the responses. Getting help can
never be premature.

But two other solutions seem to be called for and could make a bigger difference.

First, OMB could require as a precondition for bidding on federal contracts that
contractors participate in every relevant Davis-Bacon survey. This would be a small
price to pay for the privilege of working on a federal construction project. And sec-
ond, paying the respondents for their time—even $100 per completed survey—might
substantially increase the response rate, especially among small businesses. I am
told the surveys actually take even a small contractor very little time to complete—
about 55 minutes for first-time filers, and less thereafter.

Suggestions that DOL abandon the Davis Bacon Act survey process and rely on
the Bureau of Labor Statistics Occupational Employment Statistics (OES) for wage
determinations have been made for many years and rejected after serious consider-
ation. Among the many problems with the OES are the fact that it doesn’t collect
benefits data—which can make up 20% or more of a worker’s compensation, and
that its sample size is much too small to report data at the county or even MSA
level on all of the construction occupations in each of the separate, key market
areas: residential, building, highway and heavy. There would be considerable cost
involved in redesigning the OES and increasing its sample size, and even then it
could not meet the statutory requirement of determining the prevailing wage in the
sense of identifying the single wage paid to a majority of workers in the locality of
the construction, because the OES is an estimate constructed from a three-year av-
erage of reported wages in various ranges.

Chairman WALBERG. Thank you for your testimony.
Move on to Mr. Sherk.

STATEMENT OF JAMES SHERK, SENIOR POLICY ANALYST IN
LABOR ECONOMICS, THE HERITAGE FOUNDATION

Mr. SHERK. Chairman Walberg, ranking member Woolsey and
members of the sub-committee, thank you for inviting me to testify.
My name is James Sherk and I am a senior policy analyst in Labor
Economics at The Heritage Foundation. However, the views I ex-
press in this testimony are my own and they should not be con-
strued as representing an official position of the Heritage Founda-
tion.

I want to explain to you this morning that the Wage and Hour
Division’s prevailing wage estimates in our survey is deeply flawed.
And these flaws hurt both workers and taxpayers.

There are three facts about the Davis-Bacon survey that Con-
gress should be aware of. The first fact is that the Wage and Hour
division uses an unscientific methodology incapable of accurately
estimating prevailing wages. The importance of a representative
sample is a fundamental statistical principle. Accurate estimates
are impossible without them.

To see this just consider what would happen if Rush Limbaugh
polled his audience about whether President Obama deserves re-
election. Presumably an overwhelming majority would say he does
not. Would this mean the President is headed for a landslide de-
feat? Not necessarily.

Limbaugh has a more conservative audience than the country as
a whole. Drawing conclusions from an unrepresentative sample is
unscientific and inaccurate. Nonetheless, that is what the Wage
and Hour Division does. Many businesses ignore the Davis-Bacon
Surveys and Wage and Hour does little to follow up with them. The
survey responders who do respond are disproportionately large,
unionized employers. Wage and Hour does not apply the standard
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statistical corrections for this problem, such as waiting and imputa-
tion.

As a result, 63 percent of Davis-Bacon wages are union rates,
while only 13 percent of construction workers belong to a union.
The Davis-Bacon survey is not a representative sample and there
is no reason to expect that it would reflect clear wages. But even
if Wage and Hour properly randomized its survey, it is too few re-
sponses to be accurate. Surveys become less accurate as their sam-
ple size drops. When the sample size drops below 30, it becomes
impossible to even estimate the survey’s margin of error.

No professional pollster would conduct a survey of 28 voters. If
the GAO finds that three-quarters of Davis-Bacon wage determina-
tions are based on the wages paid to six or fewer workers, only one-
quarter of them are based on wages paid to six or fewer workers.
These small sample size make the results meaningless. The Davis-
Bacon survey methodology is unscientific. Only by chance will it re-
port clear wages. The second fact that Congress should know is
that Davis-Bacon surveys are highly inaccurate.

When Labor puts garbage in, they get garbage out. Now in most
cities, these errors inflate Davis-Bacon rates—wages above market
rates. For example, plumbers in Jackson, Michigan earn $28 an
hour. But the Davis-Bacon rates there are $33 an hour, a 16 per-
cent premium.

Electricians in Sonoma County, California earn $20-odd an hour,
but Davis-Bacon rates there are $44 an hour, 54 percent higher.
But in other cities, Davis-Bacon rates are well below market wages.

In Spartanburg, South Carolina the Wage and Hours Division
contends that carpenters there earn federal minimum wage of
$7.25 an hour. That is less than half of what they actually make.

Nationwide, Davis-Bacon rates are 22 percent above market pay,
and this inflates the cost of federal construction by about 10 per-
cent. These inaccuracies have caused the government to hire four
construction workers for the price of five, hurting both workers and
taxpayers.

Accurate data would reduce the deficit and allow Congress to
build more construction without additional appropriations. This
would create extra jobs for tens of thousands of unemployed con-
struction workers without diverting resources from productive sec-
tors of the economy.

The third fact that Congress should keep in mind is that the Bu-
reau of Labor Statistics estimates prevailing wages much more ac-
curately than what the Wage and Hour Division does.

Wage and Hour is an enforcement agency, its job is to enforce
federal laws like the Family and Medical Leave Act, or the Min-
imum Wage. It has no expertise in surveying wages and that is
why you got such a bad methodology. The Bureau of Labor Statis-
tics has exactly this—this expertise.

That is why it exists. BLS methodology, accuracy and data qual-
ity are internationally respected. Now The Bureau of Labor Statis-
tics already conducts two nationwide occupational wage surveys.
Unlike the Davis-Bacon survey, these surveys are based on rep-
resentative samples.

They have large sample sizes and are updated annually. They
are scientific. They are accurate. That is why the Department of
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Labor already uses these surveys to enforce prevailing wages for
the Foreign Labor Certification Program and for the Service Con-
tract Act. The chief obstacle to using BLS data is calculating hourly
fringe benefit rates as required by the act. No existing nationwide
survey covers employee benefits at the local level.

This problem could be solved either by expanding the geographic
scope of the National Compensation Survey or by collecting infor-
mation on construction benefits through the Occupational Employ-
ment Statistics Survey. If Congress wants accurate prevailing wage
rﬁtes, it should direct the Bureau of Labor Statistics to calculate
them.

Thank you. I appreciate the opportunity to talk to you today
about the deep flaws with the Davis-Bacon survey and how it hurts
both workers and taxpayers.

[The statement of Mr. Sherk follows:]

Prepared Statement of James Sherk, Senior Policy Analyst in Labor
Economics, the Heritage Foundation

Chairman Walberg, Ranking Member Woolsey, and members of the Subcommittee
on Workforce Protections, thank you for inviting me to testify before you today. My
name is James Sherk and I am a senior policy analyst in labor economics at The
Heritage Foundation. The views I express in this testimony are my own, and should
not be construed as representing any official position of The Heritage Foundation.

The GAO has identified many severe flaws in the process used to calculate Davis-
Bacon prevailing wages. However, two aspects of the Department of Labor’s method-
ology are particularly problematic: the use of a non-representative sample and ex-
cessively small samples. These errors render Davis-Bacon wage estimates scientif-
ically meaningless.

As a result of these flaws, Davis-Bacon wages vary wildly from market rates. In
some states, such as South Dakota, Davis-Bacon rates are below market rates. In
other states, such as California, Davis-Bacon rates are well above market wages. On
average, the Davis-Bacon rates are 22 percent above market wages.

These errors hurt both workers and taxpayers. My estimates show that paying
true prevailing wage rates—instead of inaccurate Davis-Bacon rates—would reduce
government construction costs by $10.9 billion this year. Those savings could be
used to either reduce the deficit or build more infrastructure at no additional cost
to the public. The latter choice would mean jobs for an additional 155,000 construc-
tion workers.

Congress should insist that the Department of Labor produce scientific and accu-
rate estimates of prevailing construction wages. The best way to do this is by trans-
ferring the resources and responsibility for conducting Davis-Bacon surveys to the
Bureau of Labor Statistics. The Bureau of Labor Statistics has expertise in pro-
ducing scientific wage estimates and could meet this responsibility by expanding its
existing compensation surveys. The Department of Labor has no excuse for relying
on unscientific and error-riddled prevailing wage estimates.

The Davis-Bacon Act

The Davis-Bacon Act (DBA) requires contractors on federally funded construction
projects to pay their employees at least as much as other construction workers in
the area earn—the “prevailing wage.” This prevents construction contractors from
winning federal construction projects by bringing in outside workers earning below
local wages.

Congress passed the Davis-Bacon Act in 1931 to prevent African-American work-
ers from underbidding white union members on federal construction projects.! Dur-
ing the Great Depression many African-Americans moved to the North to search for
employment opportunities. In many cases they won federal construction contracts
that would have otherwise gone to white union members. The Davis-Bacon Act in-
tentionally made it much more difficult for minorities to compete against white
workers for these jobs.2

Despite this origin, the Davis-Bacon Act remains on the books and applies to al-
most all federally funded construction projects. The Wage and Hour Division (WHD)
of the Department of Labor estimates the local prevailing wages that federal con-
tractors must pay.
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Unscientific Survey Methodology

The Government Accountability Office (GA) and the Office of Inspector General
have frequently criticized the Wage and Hour Division’s survey methodology.3 A re-
cent GAO report finds that serious flaws persist with Davis-Bacon surveys.* Some
of these problems can be solved by improving existing methods. These include proc-
essing delays and confusing surveys that lead to high error rates in returned forms.

However, the most significant problem with Davis-Bacon rates is the WHD meth-
odology itself. The Wage and Hour Division uses unscientific methods to estimate
construction wages. The GAO criticized WHD for not consulting with survey experts
to design its survey and this lack of expertise shows.?

Two fundamental flaws render WHD wage estimates scientifically invalid. First,
WHD does not calculate Davis-Bacon wages using a representative sample. The im-
portance of a representative sample is a fundamental statistical principle. A non-
representative sample of wages reveals nothing about true prevailing wage rates.

Second, WHD bases the majority of its wage estimates on too few responses to
be accurate. GAO reports that only one-quarter of Davis-Bacon wages are based on
estimates of 29 or more workers. Fully 26 percent of Davis-Bacon estimates are
based on the wages paid to six or fewer workers. Even if WHD properly randomized
its surveys, these small sample sizes would make the results meaningless.

The WHD survey methodology is unscientific and incapable of accurately esti-
mating construction wages. It will only approximate market pay by chance.

Representative Samples

Professional statistical agencies estimate statistics by conducting surveys. The Bu-
reau of Labor Statistics (BLS) does not have to interview every business every
month to determine how many jobs the economy created. Instead it surveys a rep-
resentative sample of businesses. Statistical agencies achieve representative sam-
ples through random sampling. Using statistical principles they can extrapolate
from a randomly sampled survey to the overall economy.

Without a representative sample surveys say nothing about the overall economy.
As Nobel Prize-winning economist James Heckman has noted, “Wage or earnings
functions estimated on selected samples do not in general, estimate population wage
functions.”6 Any introductory statistics text will make the same point.”

Non-representative samples are not scientifically valid. They only provide infor-
mation about those who respond to the survey. They provide no statistical informa-
tion about wages or other aspects of the overall economy.

To see this, consider if Rush Limbaugh and Rachel Maddow hosted on-air polls
about whether President Obama should be re-elected. Rush Limbaugh has a much
more conservative audience than the country as a whole. He would probably find
an overwhelming majority of respondents wanting to see Obama defeated. Rachel
Maddow has a much more liberal audience than the country as a whole. Her view-
ers would probably say overwhelmingly that Obama deserves a second term. These
straw-polls might provide interesting information about the audience of the Rush
Limbaugh and Rachel Maddow shows, but they would provide no useful information
about President Obama’s actual re-election prospects. Concluding that President
Obama was headed for a landslide defeat or landslide victory based on a non-rep-
resentative survey would be unscientific and inaccurate.

Davis-Bacon Survey Is Self-Selected

A representative sample is unnecessary if the government knows the wages of
every worker. Then the government could calculate average wages directly without
generalizing from a sample. The Wage and Hour Division purports to have this in-
formation for construction workers. WHD sends surveys to every construction firm
in a given region.8 WHD bases Davis-Bacon wages on the responses to this “census.”
This will provide scientifically valid wage figures—if every business responds.

However, most businesses do not return Davis-Bacon wage surveys. Davis-Bacon
surveys take considerable time and effort to complete and many contractors do not
expend staff resources to complete them.® The surveys also ask for information in
a form that many construction companies do not track.10 If contractors do not re-
spond to the survey, WHD sends them a follow-up letter asking them to complete
the forms.11 If that letter goes unanswered, they are ignored.

This methodology leads to very high non-response rates. Response rates are so low
that WHD reduced its minimum data standards to wages of three workers from two
companies. Too few employers responded to meet the old standard of data on six
workers from at least three employers.12 Those employers who do respond tend to
be those with large staffs. Unions also devote considerable effort to facilitate union-
ized employers completing and returning the surveys.13



26

Consequently, Davis-Bacon rates are based on neither a representative sample
nor a universal census of construction workers. They are based on a self-selected
sample of large, unionized businesses. The GAO report confirms this. Nationwide
only 13.7 percent of construction workers are covered by union contracts.14 Nonethe-
less 63 percent of Davis-Bacon rates are collectively-bargained union wage rates.15
Union rates are more than four and a half times more common in the WHD survey
than would occur in a representative sample. The Davis-Bacon survey is far from
representative.

As a result it is scientifically useless. Accurate estimates of prevailing construc-
tion wages cannot be made from a non-representative sample. Davis-Bacon rates
will only approximate actual prevailing wages by chance.

Statistical Corrections Ignored

Professional statistical surveys do not suffer from these problems. The Bureau of
Labor Statistics, for example, does not estimate job creation by conducting a census
of all employers. Instead BLS selects a smaller sample of businesses and takes sev-
eral steps to make that sample representative.

First the BLS strives to make its surveys as easy as possible to understand and
complete. They test their surveys with employers before they put them in the field
to ensure ease of use. The Wage and Hour Division does not do this.16

Second, professional statistical agencies like the BLS follow up with employers
who do not initially respond. This includes telephone calls and in some cases on-
site visits to collect the required information.1?

As a result of these measures BLS surveys have high response rates. For exam-
ple, 78.4 percent of employers respond to the Occupational Employment Statistics
survey.18 These high responses help make BLS surveys representative of the overall
population.

Third, professional statistical agencies do not ignore employers that do not re-
spond. Instead they make adjustments to correct for their absence. The two prin-
ciple adjustments statistical agencies make are weighting and imputation.

Weighting involves adjusting the importance given to the respondents of the sur-
vey based on how likely they are to respond. Those groups who were more likely
to respond count for less and vice versa. Pollsters do this on a regular basis. For
example, a pollster might survey a state and get a sample with 60 percent men and
40 percent women. In fact that state has equal numbers of men and women—
women simply responded in lower numbers. The pollster would adjust the weight
given to men and women’s responses so that both groups contributed equally to the
final results. Statistical agencies weight responses by variables like firm size so that
large businesses are not overrepresented.!®

Imputation involves substituting a missing response with a response from a simi-
lar respondent or respondents. For example, if a small construction firm does not
return the Occupational Employment Statistics survey the BLS does not assume
that there are not any workers. Instead the BLS would randomly select another
nearby small construction firm that did respond and treat its response as the re-
sponse of the missing firm.20 This introduces some error into the sample—but much
less error than by completely ignoring non-responders.

The Wage and Hour Division does not weight Davis-Bacon survey responses or
impute missing data. The Wage and Hour Division does not conduct any analysis
at all of contractors who do not respond.2! WHD does not take basic statistical steps
to obtain a representative sample. Their methodology has no scientific justification.

Inappropriately Small Samples

The Davis-Bacon methodology suffers from a second fundamental scientific flaw.
Even with a proper representative sample the Wage and Hour Division surveys too
few workers to make statistically accurate estimates.

Averages in a representative sample are unlikely to exactly match the average in
the overall economy. The power of statistical inference is that it allows researchers
to estimate their margin of error. The sample may not exactly match the overall
population, but researchers can determine how far off they are likely to be.

As sample size decreases, surveys become less accurate and their margin of error
increases. For example, a representative poll of 1,000 Americans has a margin of
error of +/— 3.1 percent while a poll of 100 Americans has a margin of error +/ —
10.0 percent.22

If sample sizes become too small, however, estimating even the margin of error
becomes impossible. Statistical inference is based on the central limit theorem.23
The central limit theorem only applies to samples of sufficiently large size, in most
cases requiring a sample of at least 30 observations.2¢ Researchers cannot estimate
how inaccurate the results of smaller samples are.
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The Wage and Hour Division routinely uses samples of less than 30 workers. The
GAO found that only 25 percent of Davis-Bacon rates are based on data from 29
or more workers. A greater proportion of wage rates (26 percent) are based on data
from 6 or fewer workers.25

Even a properly randomized representative sample of 6 workers would be too
small from which to make statistical inferences. No professional pollster would con-
duct a survey of 6 voters.

The WHD minimum data standards are observations on three workers from two
employers. That minimum standard should be data on at least 30 randomly selected
workers. The Wage and Hour Division’s existing methodology lacks statistical valid-
ity.

Inaccurate Wage Determinations

The Wage and Hour Division uses unscientific methods and unrepresentative data
to estimate prevailing wages. Unsurprising, Davis-Bacon rates typically bear little
relation to actual prevailing wages. The table below shows Davis-Bacon and market
wages (estimated by the Bureau of Labor Statistics) for several U.S. cities.2¢é The
appendix to this testimony explains the methodology for these comparisons. Davis-
Bacon rates vary wildly from actual market pay.

For most cities, Davis-Bacon rates are well above market wages. Plumbers in
Jackson, Michigan, earn $28.23 an hour, but their Davis-Bacon rates are $32.79 an
hour—a 16 percent premium. Carpenters in the Twin City region in Minnesota earn
$23.92 an hour, but the Wage and Hour Division requires federal contractors to pay
$31.77 an hour—a 33 percent premium. Electricians in Sonoma County, California,
ﬁarn $28.55 an hour, but Davis-Bacon rates are 54 percent higher at $44.00 an

our.

In some cities, however, the Wage and Hour Division’s flawed methodology re-
ports Davis-Bacon rates below prevailing market wages. Davis-Bacon rates for
plumbers in Sioux Falls, South Dakota, are 17 percent below market wages. The
Wage and Hour Division contends that prevailing wages for electricians in
Spartanburg, South Carolina, are only $7.85 an hour—55 percent below their actual
level of $17.47 an hour. Davis-Bacon rates for carpenters in Spartanburg are even
worse—the federal minimum wage of $7.25 an hour.

Nationwide the Wage and Hour Division reports Davis-Bacon wages that average
22 percent above actual market pay. These inaccurate rates inflate the cost of fed-
eral construction projects by 9.9 percent.2?

DAVIS-BACON AND MARKET RATES FOR VARIOUS CITIES

Market Davis-Bacon % Difference

Jackson County, MI:

Carpenters $20.98 $23.89 13.90%

Electricians $27.14 $38.57 42.10%

Plumbers/Pipe-fitters $28.23 $32.79 16.20%
Minneapolis-St. Paul, MN:

Carpenters $23.92 $31.77 32.80%

Electricians $29.44 $34.56 17.40%

Plumbers/Pipe-fitters $33.06 $36.62 10.80%
Sioux Falls, SD:

Carpenters $15.57 $12.17 —21.8%

Electricians $19.38 $23.61 21.80%

Plumbers/Pipe-fitters $17.56 $14.57 —17.0%
Erie County, PA:

Carpenters $16.89 $26.23 55.30%

Electricians $23.72 $26.40 11.30%

Plumbers/Pipe-fitters $22.54 $33.38 48.10%
Sonoma County, CA:

Carpenters $26.88 $37.65 40.10%

Electricians $28.55 $44.00 54.10%

Plumbers/Pipe-fitters $29.71 $55.25 86.00%
Lafayette, IN:

Carpenters $18.46 $25.32 37.20%

Electricians $24.84 $30.83 24.10%

Plumbers/Pipe-fitters $21.23 $33.91 59.70%
Terre Haute, IN:

Carpenters $19.75 $26.16 32.50%

Electricians $27.20 $32.95 21.10%
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DAVIS-BACON AND MARKET RATES FOR VARIOUS CITIES—Continued

Market Davis-Bacon % Difference

Plumbers/Pipe-fitters $26.81 $33.91 26.50%
Spartanburg County, SC:

Carpenters $15.40 $7.25 —52.9%

Electricians $17.47 $7.85 —55.1%

Plumbers/Pipe-fitters $20.48 $7.36 —64.1%
Polk County, FL:

Carpenters $15.37 $15.19 -1.2%

Electricians $17.62 $22.07 25.30%

Plumbers/Pipe-fitters $18.31 $17.00 —12%
Contra Costa and Alameda Counties:

Carpenters $28.96 $37.65 30.00%

Electricians $35.46 $45.20 27.50%

Plumbers/Pipe-fitters $32.85 $50.81 54.70%
Newark and Union, NJ:

Carpenters $26.57 $39.07 47.00%

Electricians $33.57 $46.63 38.90%

Plumbers/Pipe-fitters $29.54 $45.04 52.50%
Cleveland-Elyria-Mentor, OH:

Carpenters $20.89 $28.37 35.80%

Electricians $26.01 $33.91 30.40%

Plumbers/Pipe-fitters $27.73 $31.43 13.30%
Nassau-Suffolk, NY:

Carpenters $28.62 $37.21 30.00%

Electricians $30.76 $44.75 45.50%

Plumbers/Pipe-fitters $31.49 $49.98 58.70%
Honolulu County, HI:

Carpenters $31.61 $36.20 14.50%

Electricians $32.86 $39.75 21.00%

Plumbers/Pipe-fitters $26.95 $35.60 32.10%

Source: Heritage Foundation calculations using data from the Department of Labor, Bureau of Labor Statistics and Wage and Hour Division,
as explained in the appendix.

Harmful Consequences

These inaccurate Davis-Bacon rates harm both workers and taxpayers. In most
cities Davis-Bacon rates unnecessarily raise construction costs. In essence the gov-
ernment hires four construction workers for the price of five. The construction work-
ers fortunate enough to work on a federal project no doubt appreciate this premium.
However, these inaccuracies will inflate the cost of federally funded construction
projects by $10.9 billion this year.28

In other cities the Davis-Bacon inaccuracies depress market pay. Davis-Bacon
rates are minimum wages, so below-market determinations do not force contractors
to pay substandard wages. They do, however, encourage contractors to reduce their
bids—putting downward pressure on wages.

If the Department of Labor used accurate wage determinations, Congress could
build the same amount of infrastructure at substantially lower cost. The savings
from paying market wages would reduce the deficit.

Alternatively, accurate wage determinations would allow Congress to build more
infrastructure at no extra cost to taxpayers. This would enable the government to
provide more public services and employ an additional 155,000 construction workers
in 2011.29 This is not a minor consideration when unemployment in the construction
industry is above 20 percent. If Congress is going to keep the Davis-Bacon Act on
the books it should require the Department of Labor to estimate prevailing wages
scientifically. Taxpayers receive no value from overpaying some workers and under-
paying others.

Bureau of Labor Statistics

The Wage and Hour Division estimates prevailing wages so poorly because it is
not a professional statistical agency. The Wage and Hour Division is an enforcement
agency. WHD enforces federal laws regulating wages and many working conditions,
such as minimum wages, prevailing wages, child labor, overtime, and the Family
and Medical Leave Act. WHD has no expertise in conducting scientific wage sur-
veys.

The Bureau of Labor Statistics does. The BLS has extensive experience in con-
ducting scientific wage surveys. Bureau of Labor Statistics methodology, accuracy,
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and data quality are internationally respected. They have the expertise in scientif-
ically estimating wages that the Wage and Hour Division lacks.

The Bureau of Labor Statistics already conducts two nationwide wage surveys
that scientifically estimate occupational wages: the National Compensation Survey
(NCS) and the Occupational Employment Statistics. Unlike the WHD survey, these
surveys have high response rates and BLS corrects for non-response with weighting
and imputation. Both surveys have large sample sizes, are conducted in a timely
manner, and are updated annually. The Department of Labor uses OES data to en-
force prevailing wages for the Foreign Labor Certification program and the Service
Contract Act. If Congress wants accurate Davis-Bacon rates it should require the
Department of Labor to use BLS data.

Better Geographic Coverage

The Department of Labor previously rejected the idea of using BLS data. One of
the reasons they gave for doing so was concerns about BLS’s geographic coverage.
While the Wage and Hour Division issues Davis-Bacon rates for individual counties,
the Bureau of Labor Statistics reports wages for Metropolitan Statistical Areas
(MSAs). Some large counties are their own MSA, but most MSAs are agglomerations
of multiple economically linked counties.

The Davis-Bacon Act states: “The minimum wages shall be based on the wages
the Secretary of Labor determines to be prevailing for the corresponding classes of
laborers and mechanics employed on projects of a character similar to the contract
work in the civil subdivision of the State in which the work is to be performed, or
in the District of Columbia if the work is to be performed there.” 30

The GAO argues that this provision prevents the Department of Labor from esti-
mating prevailing wages at the MSA level. The Wage and Hour Division disagrees
with this legal analysis. In response to a 2004 Inspector General report, the Wage
and Hour Division stated that “the Davis-Bacon Act does not prohibit issuing wage
determinations for broader geographic areas such as an MSA, and we routinely
issue such wage determinations when sufficient data are not available on a county
basis.” 31

The GAO report reveals just how routine those broader geographic determinations
are. Only 11 percent of Davis-Bacon rates are based on data from a single county.
Forty-two percent of Davis-Bacon rates are based on groupings of counties analo-
(glous to an MSA, while 40 percent of job classifications are based on statewide

ata.32

Switching to BLS data at the MSA level would eliminate wage determinations
based on statewide data. This would much more closely approximate prevailing local
wages than the WHD currently does.

Steps Forward

Congress should transfer responsibility for collecting Davis-Bacon prevailing wage
data to the Bureau of Labor Statistics. The OES already provides annual wage data
for most construction jobs across the country. WHD could currently use OES wage
data to set Davis-Bacon wage rates. The chief obstacle to using OES data is calcu-
lating hourly fringe benefit rates as required by the Davis-Bacon Act—the OES does
not cover employee benefits.

The National Compensation Survey covers benefits and the WHD determined that
the NCS provides the information necessary to enforce the Davis-Bacon Act in the
areas that it surveys.33 However, the NCS provides local wage information for only
154 metropolitan and non-metropolitan statistical areas. These MSAs cover just half
of the U.S. population. Consequently, neither the OES nor the NCS directly provides
all of the information necessary to enforce the Davis-Bacon Act.

These problems are solvable. To calculate prevailing construction benefits the Bu-
reau of Labor Statistics could:

e Expand the National Compensation Survey. The BLS could expand the con-
struction portion of the NCS to provide nationwide coverage of construction workers.
The Inspector General suggested this approach in 2004.34

e Collect Construction Benefits with the OES. The BLS could collect benefits data
from construction employers through the OES. This would require overhauling the
OES survey and would take some time to set up and train staff to conduct properly.

e Econometrically Model Benefits. A third approach involves using NCS data to
econometrically model the relationship between wages and benefits in the construc-
tion industry. That model could be applied to the existing OES data to estimate
fringe benefits for different construction occupations.

These solutions are not trivial undertakings. They would require Congress to
transfer the resources for conducting Davis-Bacon surveys from WHD to the BLS.
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However, if Congress did so the BLS could do what the WHD does not: scientifically
and accurately estimate prevailing construction wages.

Conclusion

The Department of Labor’s methods for calculating prevailing construction wages
are scientifically unsound. The Government Accountability Office report dem-
onstrates that the Wage and Hour Division calculates Davis-Bacon rates with a self-
selected sample instead of a representative sample. Non-representative samples do
not provide reliable information. WHD does not use basic statistical techniques,
such as measuring non-response and weighting their data to mitigate this bias.
Even if WHD did use a representative sample they have too few responses to be
accurate.

Unsurprisingly, Davis-Bacon rates bear little correlation to market wages. In
some cities they are below market rates, while in others they are well above market
rates. On average, Davis-Bacon rates are inflated 22 percent above market pay.
These inaccuracies hurt both workers and taxpayers.

Congress already spends $600 million a year on another agency with professional
expertise in calculating labor market statistics: the Bureau of Labor Statistics. BLS
surveys do not suffer from the methodological shortfalls that plague WHD pre-
vailing wage estimates. The BLS is internationally respected for conducting sci-
entific and accurate surveys. If Congress wants accurate Davis-Bacon surveys it
should direct the Bureau of Labor Statistics to conduct them.

APPENDIX

Bureau of Labor Statistics (BLS) and Wage and Hour Division (WHD) wage esti-
mates are not directly comparable. To report comparable wage rates, The Heritage
Foundation was guided by the methodology outlined by the Beacon Hill Institute on
their comprehensive report comparing market and Davis-Bacon wages.35

Market wage data come from the Occupational Employment Statistics program
within the BLS. This data can be found online at ht¢tp://www.bls.gov/oes/. Data
on Davis-Bacon wages came from the U.S. Government Printing Office, “Davis-
Bacon Wage Determinations,” at http:/ /www.gpo.gov / davisbacon.

Three job categories were selected for comparison: carpenters, electricians, and
plumbers/pipefitters. The Davis-Bacon rate for each category was determined as fol-
lows. The Davis-Bacon rates for “Building” construction were identified from the on-
line postings. Davis-Bacon rates often specify wages for general and specific tasks
within an occupation. There may be wages for general “electricians,” but also sepa-
rate rates for electricians who perform specialized tasks. In these cases, the wages
of the most general category was selected.

The BLS and WHD estimate wages for different geographic areas. The WHD
issues wage rates at the county level, while the OES estimates wages for metropoli-
tan statistical areas. The Heritage Foundation used county-level Davis-Bacon wages
to create MSA-level Davis-Bacon wage rates. In MSAs with only one county, Davis-
Bacon rates were calculated as explained above and directly compared to BLS data.
In MSAs with multiple counties, Davis-Bacon rates were calculated separately for
each county. A weighted average of Davis-Bacon rates was constructed, using as
weights the relative population of each county according to Census Bureau esti-
mates from the year 2009, which can be found online at Atp://
quickfacts.census.gov /qfd /index.html. This weighted average was the final Davis-
Bacon rate compared to BLS data.

In a few cases, the Davis Bacon rate is not the same for the entire county—for
example, a certain occupation’s wage rate may vary for different geographic regions
within a single county. In these cases, The Heritage Foundation used the rate from
the most populous part of the county.

MSAs examined and their constituent counties:

MSA: Jackson, MI MSA

Counties: Jackson County
MSA: Minneapolis—St. Paul-Bloomington, MN—WI MSA

Counties: Anoka County, MN; Carver County, MN; Chisago County, MN; Dakota
County, MN; Hennepin County, MN; Isanti County, MN; Ramsey County, MN; Scott
County, MN; Sherburne County, MN; Washington County, MN; Wright County,
MN; Pierce County, WI; St. Croix County, WI
MSA: Sioux Falls, SD MSA

Counties: Lincoln County, McCook County, Minnehaha County, Turner County
MSA: Erie, PA MSA

County: Erie County
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MSA: Santa Rosa—Petaluma, CA MSA
County: Sonoma County

MSA: Lafayette, IN MSA
Counties: Benton County, Carroll County, Tippecanoe County

MSA: Terre Haute, IN MSA

Counties: Clay County, Sullivan County, Vermillion County, Vigo County
MSA: Spartanburg, SC MSA

County: Spartanburg County

MSA: Lakeland—Winter Haven, FL. MSA
County: Polk County

MSA: Oakland—Fremont—Hayward, CA MSA
Counties: Alameda County, Contra Costa County

MSA: Newark—Union, NJ—PA MSA
Counties: Essex County, NJ; Hunterdon County, NJ; Morris County, NJ; Sussex
County, NdJ; Union County, NJ; Pike County, PA

MSA: Cleveland—Elyria—Mentor, OH MSA
Counties: Cuyahoga County, Geauga County, Lake County, Lorain County, Me-
dina County

MSA: Nassau—Suffolk, NY MSA
Counties: Nassau County, Suffolk County

MSA: Honolulu, HI MSA
County: Honolulu County
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Chairman WALBERG. Thank you Mr. Sherk.
Mr. Mistick?

STATEMENT OF D. TOM MISTICK, PRINCIPAL, CHURCH RES-
TORATION GROUP, ON BEHALF OF THE ASSOCIATED BUILD-
ERS AND CONTRACTORS, INC.

Mr. MisTicK. Chairman Walberg, thank you.

Member Woolsey, members of committee. Good morning and
thank you for the opportunity to testify before you today. In the in-
terest of time I request that my full written testimony be included
in the record. My name is Tom Mistick. I am the owner of the
Church Restoration Group based in Pittsburgh, Pennsylvania, and
during my 35-year career, I have completed hundreds of projects
under the Davis-Bacon Act as a general contractor and a subcon-
tractor.

I also appear before you today on behalf of Associated Builders
and Contractors. ABC represents 23,000 merit shop construction
contractors that employ nearly 2 million workers. ABC’s member-
ship is bound by a shared commitment to the merit shop philos-
ophy based on principles of non-discrimination due to labor affili-
ation and the awarding of construction contracts through competi-
tive bidding.

Repeated criticisms of the Government Accountability Office over
many years have highlighted significant problems with the admin-
istration of the Davis-Bacon Act. The GAO report published last
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week again makes clear that the U.S. Department of Labor is in-
capable of setting fair or accurate federal construction wages.

ABC and others have proposed numerous recommendations for
common sense reforms for several decades, and unfortunately
DOL’s inability to implement meaningful changes illustrates that
the process cannot be fixed and that the act should therefore be re-
pealed. Davis-Bacon hinders economic growth, increases the federal
deficit and imposes significant burdens on the contractors and tax-
payers.

These burdens both increase costs and make it nearly impossible
for small merit shop firms to competitively bid on federal projects,
raising costs by eliminating competition. A recent CBO estimate
found that Davis-Bacon raises federal construction costs by $15.7
billion annually. For years contractors and experts have voiced se-
rious concern about the waste and abuse of taxpayer dollars associ-
ated with Davis-Bacon, yet nothing has really been done to fix the
obvious defects in the law.

I would like to highlight in some ways in which the DOL has
failed to carry out its statutory mandates and contributes to con-
struction industry unemployment rate of 20 percent by imposing
inaccurate and artificially inflated wages. Instead of using sound
statistical analysis, as Mr. Sherk mentioned, DOL sets Davis-
Bacon wage rates by relying upon voluntary wage surveys with ex-
traordinarily low response rates. The new GAO report finds the
Davis-Bacon wage survey lacks transparency and most often does
not reflect true prevailing wages.

Furthermore, the GAO found that most survey forms verified
against payroll data were in error. The report also stated that al-
most one-quarter of the final wages for key job classifications were
based on wages for six or fewer workers. I have personal knowledge
of the dysfunctional DOL wage survey process, having formally
challenged Davis-Bacon wage rates set for residential construction
in Western Pennsylvania. They dramatically and inaccurately in-
creased project costs.

Unions represent less than 10 percent of residential construction
workers in Western Pennsylvania, yet DOL found that union wage
rates prevailed for most of the public job classifications, although
they couldn’t produce enough job classifications to provide enough
people to build a house. There were—the plumber was missing and
the plasterer was missing, you couldn’t even get accurate wage
rates for the small subset that was there. This problem isn’t unique
for Pennsylvania.

The—again, the BLS has reported 13 percent of the construction
workers are unionized, yet only—yet 63 percent of the GAO finds
that the DOL reported union wage rates. Now after a 3 year legal
battle and costs of—considerable costs, we received a favorable
union ruling from DOL’s Administrative Review Board. It found
that DOL had indeed violated its own rules in conducting wage
surveys.

But rather than demand any revision in the survey process or
order a new survey, the board only required the agency to recal-
culate a few wages that it determined to be in error and left in
place all the systemic failures of the DOL’s wage survey process,
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which the GAO report has again highlighted in the last week’s re-
port.

Like many other non-partisan government surveys before it, the
GAO report illustrates a long-term systematic failure to achieve
true reform of the survey process across several administrations.

It is clear to us that DOL will never accept meaningful reform
and repeal is now the only solution. At a time of shrinking con-
struction budgets, Davis-Bacon’s fundamentally flawed system is
arbitrarily limiting the amount of construction that could be built
by needlessly increasing project costs. The taxpayers are getting six
buildings for the price of seven because of this broken process. The
clear answer to the problems created by the fatally flawed, and
unfixable system is to repeal Davis-Bacon.

Let the market set acceptable wage rates through open and com-
petitive bidding, just as it successfully does in the private industry
and private construction market. The act needs to return to the
neutrality that was once its original instance and its goal.

Mr. Chairman that concludes my formal remarks and I am pre-
pared to answer any questions you may have. Thank you.

[The statement of Mr. Mistick follows:]

Prepared Statement of D. Thomas Mistick, on Behalf of
Associated Builders and Contractors

Chairman Walberg, Ranking Member Woolsey and members of the Subcommittee
on Workforce Protections: Good morning and thank you for the opportunity to testify
before you today on “Examining the Department of Labor’s Implementation of the
Davis-Bacon Act.”

My name is Tom Mistick. I am the owner of Church Restoration Group, based in
Pittsburgh, Pennsylvania. My company restores historic and sacred spaces across
the United States, and offers a broad range of emergency and consulting services.
For 35 years, I have directed the activities of two general contracting companies,
a disaster recovery firm, a real estate management office and a millwork company.
g[uch (K the work performed by my companies has been performed under the Davis-

acon Act.

I also appear before you today on behalf of Associated Builders and Contractors
(ABC). ABC is a national trade association representing 23,000 merit shop contrac-
tors, employing nearly 2 million workers, whose training and experience span all
of the 20-plus skilled trades that comprise the construction industry. ABC’s mem-
bership is bound by a shared commitment to the merit shop philosophy. This philos-
ophy is based on the principles of nondiscrimination due to labor affiliation and the
awarding of construction contracts through competitive bidding based on safety,
quality and value.

The Davis-Bacon Act

The Davis-Bacon Act is an 80-year-old wage subsidy law administered by the U.S.
Department of Labor (DOL) that mandates so-called “prevailing” wages for employ-
ees of contractors and subcontractors performing work on federally financed con-
struction projects. ABC has long advocated for the full repeal of the Davis-Bacon
Act, though we also have recommended numerous reforms over the years that could
have mitigated some of the Act’s damage to our economy through fairer implementa-
tion of its provisions by DOL. However, despite repeated criticisms from the Govern-
ment Accountability Office (GAO) and DOL’s own Office of Inspector General
(OIG),! the agency has implemented few if any meaningful reforms in its adminis-
tration of the Act since the early years of the Reagan administration. The latest
GAO report published last week? makes clear that DOL is simply incapable of im-
plementing the Davis-Bacon Act’s provisions in a fair and common-sense manner.
Therefore, ABC sees no alternative to repealing the Act entirely.

The Davis-Bacon Act, as administered by DOL, unnecessarily hinders economic
growth, increases the federal deficit, and imposes an enormous paperwork burden
on both contractors and the federal government. It stifles contractor productivity by
raising costs, ignores skill differences for different jobs, and imposes rigid craft work
rules. In addition, Davis-Bacon fails to provide equal access to work opportunities
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because the complexities and inefficiencies in the Act’s implementation make it
nearly impossible for many qualified, small merit shop firms to competitively bid on
publicly funded projects. These businesses—and the construction industry in gen-
eral—are at an even greater disadvantage due to our current unemployment rate
of 20 percent,3 and the traditionally low net profit margins on which we operate.*
From a fiscal standpoint, a recent Congressional Budget Office (CBO) estimate
found the Davis-Bacon Act raises federal construction costs by $15.7 billion annu-
ally, which ABC believes may be a conservative estimate.®> Numerous academic
studies have shown that repeal of the Act would create real and substantial savings
to the government without affecting workplace productivity, safety or market wages.
The main reason the Davis-Bacon Act causes so many problems is that DOL has
failed to achieve the Act’s stated objective of determining true “prevailing” wages
and instead has repeatedly issued wage determinations that are vastly inflated
above the true market rates seen on private sector construction projects. The evi-
dence of DOL’s failed wage survey method is easily shown by comparing two num-
bers: According to the Bureau of Labor Statistics (BLS), only 13 percent of construc-
tion workers in the United States are covered by any union agreement;® yet, accord-
ing to the latest GAO Report, 63 percent of all DOL wage determinations report
that wages set by union agreements are “prevailing.” 7
Despite these facts and findings, Davis-Bacon remains in effect and continues to
inflate the cost of federal construction by as much as 22 percent.8 For years, econo-
mists, legal and policy experts, and merit shop contractors across the country have
voiced serious concerns about the waste and abuse of taxpayer dollars associated
with Davis-Bacon—yet nothing has been done to fix the obvious defects in the law.
DOL’s unwillingness to engage in meaningful corrective actions and reforms,
along with the process’ continuing burden on taxpayers and contractors, illustrate
that the Act cannot be fixed, and must instead be repealed. In the remainder of my
testimony, I would like to highlight some of the specific ways in which DOL is fail-
ing to properly carry out its statutory mandate, leading us to conclude that the Act
must be repealed.

Wage Rates and Surveys

The methodology by which DOL determines Davis-Bacon Act wage rates is inac-
curate and unscientific. It relies on voluntary wage surveys—often with an ex-
tremely low response rate—instead of using sound statistical samples already made
available through other government data collections. The resulting wage rates are
usually poor reflections of actual local wages. The problems associated with Davis-
Bacon wage calculations have been well documented in previous Congressional testi-
mony from ABC and, more importantly, reports by GAO and OIG.?

In addition, due to the systematic delays associated with the final publication of
many Davis-Bacon rates, ABC is concerned that wage determinations made during
an economic “boom” in construction are now being applied to a “bust” economy. In
the case of government-backed loans and other projects that are subsidized by the
government, these inaccurate determinations have resulted in projects being
scrapped because of cost.

The new GAO report shows that the current Davis-Bacon wage survey process
lacks transparency and does not reflect true prevailing wages. The report concludes
that efforts to improve the Davis-Bacon wage survey process—both with respect to
data collection and internal processing—have not addressed key issues with wage
rate accuracy, timeliness and overall quality.10

GAO identifies “persisting shortcomings in the representativeness of survey re-
sults and the sufficiency of data gathered for Labor’s county-focused wage deter-
minations,” notwithstanding cosmetic changes in DOL’s survey collection and proc-
essing procedures. In addition, GAO points out that many of the agency’s surveys
are still years behind schedule.

The GAO report also finds that DOL “cannot determine whether its wage deter-
minations accurately reflect prevailing wages,” and “does not currently have a pro-
gram to systematically follow up with or analyze all non-respondents.” DOL proce-
dure identifies nonresponse as a “potential source of survey bias and indicates there
is a higher risk non-respondents will be nonunion contractors because they may
have greater difficulty in compiling wage information or be more cautious about re-
porting wage data.”

Just as the 2004 DOL-OIG report revealed that nearly 100 percent of published
wage determinations contained errors, the GAO report found that “most survey
forms verified against payroll data had errors.” In addition, the report stated that
more than “one-quarter of the final wage rates for key job classifications were based
on wages reported for six or fewer workers.”
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Reaffirming yet another longtime ABC concern, GAO found that “contractors have
little or no incentive to participate in the Davis-Bacon wage survey” as it is cur-
rently administered. The report cited insufficient resources with which to complete
the surveys, the inability to provide all information requested and a justifiable lack
of confidence in DOL’s process as contributing factors.

GAO also recommended “technical guidance from experts is considered critical to
ensure the validity and reliability of survey results,” remarking that better survey
response prediction models “such as statistical sampling rather than the current
census survey” could be aided by collaboration with survey experts. However, in-
stead of obtaining an evaluation of its wage survey process from experts in survey
design and methodology, DOL informed GAO that it prefers to institute such
changes based mainly on staff experience.l1

I have personal knowledge of the dysfunctional DOL wage survey process, having
witnessed and challenged the 2000 wage survey in Western Pennsylvania, which
dramatically increased Davis-Bacon wage rates on residential construction in the
Pittsburgh metropolitan area when its results were published in 2003.12 Keep in
mind that during this time, the union market share of residential construction in
Western Pennsylvania was (and still is) in the single digits. Yet as a result of the
wage survey, DOL found that union wage rates “prevailed” in a great majority of
the wage classifications for which survey results could be determined, while many
of the most common classifications had no determined wage rates at all. After re-
viewing the data DOL collected to issue its new wage determination, and checking
the math, it was clear to me that the results occurred because DOL relied on a to-
tally inadequate number of responses (as few as a half-dozen wage reports setting
the wage rates for thousands of workers), and that DOL had violated its own rules
for calculating which rates prevailed in the region. One obvious reason why the re-
sponses were inadequate was because DOL failed to properly notify the largest non-
union construction trade groups.!3 The calculations were also wrong because DOL
improperly counted union workers who were paid different wage rates as if they
were ﬁ1114paid the same wages. There were many other flaws in the survey process
as well.

Along with ABC’s Western Pennsylvania Chapter, I filed a legal challenge at DOL
against the results of the flawed wage survey. Three years later, and at considerable
cost, we received a favorable ruling from DOL’s own Administrative Review Board,
which found that the Wage and Hour Division (WHD) had indeed violated DOL’s
rules on conducting wage surveys. But the Board did not order a new survey with
instructions to obtain more meaningful responses from the nonunion contractors
that comprised the vast majority of the residential contractors. Instead, the Board
simply told the WHD Administrator to recalculate the wages that we had shown to
be in error, leaving in place all of the other systemic failures of the wage survey
process.

More recently, ABC learned DOL issued wage determinations that repeat the
same errors identified in 2003. In addition, DOL has committed new errors, leading
to newly inflated wage determinations in other parts of the country. One of the er-
rors, confirmed by the GAO report, is that DOL has greatly expanded its issuance
of “statewide” wage determinations which combine wage surveys from large and
small metropolitan areas hundreds of miles apart into single wage determination
rates. This practice plainly violates the language of the Act, and is currently the
subject of a legal challenge.

At a time of shrinking public construction budgets, these inflated wage determina-
tions arbitrarily limit the amount of construction that can be built by increasing the
projected costs. Jobs have been lost and businesses have closed because of DOL’s
bizarre implementation of the wage survey process, and because of the Davis-Bacon
Act itself.

For years, ABC and other government studies and reports have pointed out these
problems. We believe the GAO report illustrates a long-term systematic failure to
achieve true reform of the survey process across several administrations. It is clear
tolus that DOL will never accept meaningful reform, and that repeal is now the only
solution.

Job Classifications

Another key concern pertaining to Davis-Bacon is DOL’s lack of clarity regarding
the job duties that apply to a particular job classification, which are determined by
local practice. When DOL determines the prevailing wage rate for a classification
is based on a union collective bargaining agreement, the job duties for that classi-
fication also likely will be governed by the union’s work rules in that agreement.
Generally, union work rules require that only a certain job classification perform
certain work. For example, the work rules may require a carpenter to perform a cer-
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tain task in one location, but sheet rock hangers or perhaps even laborers are the
only workers allowed to perform that work in another jurisdiction.

While each DOL wage determination lists several different classifications of work-
ers (painters, carpenters, laborers, etc.), limited information is available on the ac-
tual job duties that apply to the classifications. Although the published wage deter-
minations may identify the relevant local union for each of the listed job classifica-
tions (where the rate is based on the union’s collective bargaining agreement), DOL
does not provide detailed information as to whether there are any work rule restric-
tions attached to those wage rates and, if so, what those restrictions are. DOL’s fail-
ure to provide such information makes it almost impossible for merit shop contrac-
tors to figure out the correct wage rate for many construction-related jobs. Not sur-
prisingly, GAO’s report agreed, finding DOL’s current method of handling job classi-
fications “confusing” and “challenging” for contractors.

Certified Payrolls and Fringe Benefits

Another burden on small business compliance with the Davis-Bacon Act—and also
the Copeland Act—is the requirement that contractors submit weekly certified pay-
roll reports to the government. This is a paperwork nightmare for many contractors
and a significant administrative cost factor for every contractor. Recent upgrades of
the system by DOL to include electronic filing are a small step in the right direc-
tion, but do nothing to solve the complexities of the certified payroll form itself, and
in particular the confusion surrounding the proper credits allowed to nonunion con-
tractors for their bona fide fringe benefit costs.

Repeated Failure to Implement Reforms

ABC has repeatedly called on DOL to follow the findings of past independent gov-
ernment studies, some dating back more than 10 years, to explore using alternative
data to determine wage rates—such as data collected through the BLS Occupational
Employment Statistics (OES) program. To date, DOL has not given serious consider-
ation to utilizing these, or any other alternatives to its traditional survey method.
ABC also has requested that DOL provide better clarity about job duties that cor-
respond to each wage rate. Many states that have adopted prevailing wage laws
similar to Davis-Bacon have at least published the job duties that are to be per-
formed by each wage classification. DOL, however, has repeatedly refused to give
contractors fair notice of what the job assignment rules are on the published wage
determinations. A 2009 WHD All Agency Memorandum offered no relief to contrac-
tors lacking access to unpublished union work rules.’> ABC has received reports
from its members that the current DOL is misdirecting contractors seeking guidance
on the job classification issue. For example, DOL has told some contractors to con-
tact a project contracting officer, even though the law is clear that only DOL offi-
cials are authorized to make final rulings on worker classification issues. Instead
of fixing these problems with Davis-Bacon, the last Congress and this administra-
tion only made matters worse by expanding the Act’s coverage in unprecedented
ways under last term’s stimulus bill.16

Conclusion

The clear answer to the problems created by the present system is to let the mar-
ket set the acceptable wage rate through open and competitive bidding, as we see
in the private sector. Multiple bills to repeal the Davis-Bacon Act have been intro-
duced during this Congressional session alone, indicating that the time is right for
Members of Congress to act.

ABC is pleased to see the Education and the Workforce Committee take a re-
newed interest in the problems associated with Davis-Bacon Act. We look forward
to working with the Subcommittee on Workforce Protections on this issue. Mr.
Chairman, this concludes my formal remarks—I am prepared to answer any ques-
tions that you may have.
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Chairman WALBERG. Thank you, Mr. Mistick, and all the mem-
bers of the panel. I appreciate that. Pretty good use of the time as
well.

Mr. Sherk, I think I can safely say not only myself, but all of us
here in the room and at this panel, are fully supportive of a fair
day’s pay for an honest day’s work. However I see some very inter-
esting facts in your testimony that you have given this morning.

And in my own district, you mentioned, in Jackson, Michigan,
the Davis-Bacon prevailing wage calculations paying electricians
roughly 40 percent more than the market wage while in one of our
committee member’s, Congressman Noem’s, home state in Sioux
Falls, South Dakota, plumbers and carpenters are being paid be-
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tween 17 and 20 percent below market wages. We know that the
GAO has found some serious flaws in the calculations of this.

How do you believe we can smooth out these inaccuracies and
bring Davis-Bacon wage calculations back into line with what the
market demands?

Mr. SHERK. The only way you are going to actually—or accu-
rately survey wages is using a scientific methodology. When you
have got such implausibly small sample sizes and when you have
got an unrepresentative sample, you are simply not going to get ac-
curate rates out of the existing survey, it is just not possible.

You can do the—you can turn the results, you know, overnight,
you would have no errors, no return forms, but with these funda-
mental methodological flaws, you wouldn’t get any accuracy.

I think what you want to do is move to the BLS, which has ex-
pertise in conducting these surveys. There are two surveys that
they do right now, one is the Occupational Employment Statistics
Survey. That covers nationwide every metropolitan statistical area.
It gives you the wage data.

What it doesn’t give you is the hourly fringe benefits data. An-
other survey is the National Compensation Survey, which the
Wage and Hour Division has previously determined provides all
the information they need, wage and—information for intricate lev-
els of work.

The problem is it, doesn’t have nationwide coverage. It only cov-
ers about half the population, and so you wouldn’t be able to go
into every, you know, metropolitan statistical area and get esti-
mates.

So either expanding the Occupational Employment Survey to
cover fringe benefits or expanding the geographic scope of the con-
struction portion of the NCS survey, both of you—would give you
accurate, timely and scientific wage estimates. You simply—you
can’t improve the existing methodology, it is too deeply flawed.

Chairman WALBERG. Okay, thank you.

I have another question and we can come to that but let me get
a few of the questions I want to ask first. I am sure we can get
back those.

Mr. Mistick?

Mr. MisTICK. Yes, sir?

Chairman WALBERG. You are a brave man in suing the Depart-
ment. We will leave it at that.

Mr. MisTicK. Thank you, sir.

Chairman WALBERG. But in your 35 years of doing business,
could you give a rough estimate of how much more your company
has paid above market demand as a result of Davis-Bacon?

Mr. MisTICK. I could. I can actually give you a specific example
of how Davis-Bacon was applied by the Pittsburgh Redevelopment
Authority. They had a program that fixed commercial facades in el-
derly neighborhood commercial districts and commercial Davis-
Bacon wages applied. You couldn’t get commercial contractors to
bid these §5, $10, $15,000 jobs, so they did the work without Davis-
Bacon.

And at the end of the job, which was completed on time, on budg-
et and of sufficient quality, the contractors simply turned in his
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payroll data to the Authority and the Authority wrote checks to the
employees and that was generally——

Chairman WALBERG. That is not a normal occurrence you
would

Mr. MisTICK. That is not the normal occurrence, and I doubt that
anybody in D.C. would approve that process, but it is what they did
to get the work done. And generally you paid 15 to a 30 percent
premium on the contract cost to satisfy the commercial wage rates
that were required to be paid by Davis-Bacon. Instead of commer-
cial contractors, you had remodeling contractors that did $5 to
$25,000 projects, and that was the differential or premium that the
government was paying on that work.

Chairman WALBERG. And so you would—I would assume that
you believe that this has hurt your productivity and the ability to
hire employees and create jobs? Is that an accurate statement?

Mr. MISTICK. It certainly reduces the amount of federal construc-
tion and thereby limits the amount of work that the—a contractor
can get and the opportunities for additional employment for his
workers.

Chairman WALBERG. Okay. Okay, thank you.

In the remaining minute or so, Mr. Markey, I will give latitude
for you to answer.

Mr. MARKEY. Mr. Sherk talks about using BLS data——

Chairman WALBERG. Turn your mic on, please. The time is run-
ning out.

Mr. MARKEY. He talks about using BLS data. The statute talks
about prevailing, the regulations, which happen to have been
amended in 1985, defines prevailing as more than 50 percent. All
BLS data is averaged, you will never get prevailing rate if you use
BLS data.

If more than 50 percent earn $35, and the remainder earned
somewhere between $25 and $30, the average BLS data that would
come back would be like 33 or something like that. That is not pre-
vailing, according to the statute in the current regulations.

Chairman WALBERG. Thank you. I am sure that there will be fol-
low up questions to that and the opportunity to answer from the
other side as well.

And I now turn to our ranking member, a gentlelady from Cali-
fornia, Ms. Woolsey.

Ms. WoOLSEY. Mr. Chairman, I want to go on record for this
hearing and all hearings in the future that any of our witnesses
who bring testimony using the logo and the label of their organiza-
tion when they present their testimony and refer to their organiza-
tion cannot argue that they are not representing that organization
when they provide their testimony.

We, as members of Congress, if we write a letter on our letter-
head, we are congress people when we talk about that and the
same thing goes for our witnesses. I really want you to know I dis-
count testimony that would use that double standard.

Chairman WALBERG [continuing]. I just know that it is a fairly
normal process for a number of entities that——

Ms. WOOLSEY. [Off mike.]

Chairman WALBERG [continuing]. Represent——




41

Ms. WOOLSEY. I mean if they don’t use the logo, don’t say this
is who sent me, this is who I am—I work for. That is an entire dif-
ferent thing than to—use the heft of the organization and then
deny that they are part of it.

Chairman WALBERG. Duly noted, your time is running.

Ms. WooOLSEY. Okay, I would like to ask you Mr. Eisenberg (sic)
about in your testimony you state that a great deal of empirical re-
search refutes the claim that prevailing wage inflates construction
costs, so could you tell us how that can be? I mean if prevailing
wage requirements lifts workers’ wages, how does it not increase
the overall cost, and how do we calculate how—the benefits of that
overall cost to the community?

Mr. E1sENBREY. Well the, you know, at first glance, it is true.
You think that having a higher wage will necessarily lead to higher
cost in construction. But it turns out that if you are paying a high-
er wage to a more skilled worker, someone, you know, a journey-
man who has had a 5 year apprentice program and a lot of experi-
ence as opposed to, you know, someone with much less experience,
you get a higher quality work, you get the work done more effi-
ciently.

And these productivity improvements more than make up for or
can more than make up for the costs. After all, the wages are only
30 percent, 25 to 30 percent of the cost of construction. So that
when Mr. Sherk for example says that 22 percent higher pay leads
to 10 percent higher costs, that almost can’t be because the percent
of the construction costs that is attributed to wages is only 25 to
30 percent and the math just doesn’t work out.

But, you know, on the one hand you have the theory on the other
hand we have actual experience. We have states, we had in the
middle and late 1990s Michigan suspended its state prevailing
wage law because of a judicial decision. Kentucky passed a pre-
vailing wage law for school construction and Ohio repealed it.

So various researchers studied what happened following that, the
expectation was some people claim that construction costs would
rise 22 percent or 25 percent. In fact, at the end of the day, school
construction costs were unchanged. There was no significance sta-
tistically significant difference. And the reason was

Ms. WooLSEY. That was in Kentucky?

Mr. EISENBREY. That was in Kentucky, Michigan and Ohio.

Ms. WoOLSEY. Oh.

Mr. EISENBREY. Going back farther, the same thing in Kansas.
Kansas repealed its state prevailing wage law in 1987 and the re-
sults were no higher—the construction costs didn’t fall, there was
no statistical difference in construction costs before and after.

Apprenticeship training however, fell off almost, you know, just
fell off the table—38 percent drop in apprenticeships, 54 percent
drop in minority apprenticeships and safety and health suffered as
well. By bringing in younger, less experienced, less skilled workers,
it raised the serious injury rate by 21 percent. So all of these
things, you know, come along with the notion of doing away with
prevailing wages.

Ms. WOOLSEY. So, Mr. Mistick, it seems like you said that you
think federal construction is limited because of prevailing wage.
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But it seems like you said that you didn’t have any problem with
hiring and quality even though you were—had to——

Mr. MiSTICK. You know there are other ways besides a simple
wage rate to drive up the cost of federal construction. When a col-
lective bargaining rate is determined to prevail, it imports into the
process all of the work practices that are covered by that collective
bargaining process.

Western Pennsylvania for example on jobs that—on Davis-Bacon
jobs that are subject to the collective bargaining agreement, car-
penters have to unload the trucks and distribute the material on
site, and electrician unloads the truck and distributes the materials
on site rather than a laborer.

Now the laborer can make a Davis-Bacon wage that is quite com-
fortable, but he is not allowed by the enforcement division to cost
effectively prosecute the federal construction.

Ms. WooLsEY. Okay, thank you.

Mr. MisTicK. Thank you.

Chairman WALBERG. I recognize now the full committee chair-
man, Chairman Kline.

Mr. KLINE. Thank you Mr. Chairman.

I thank the witnesses for being here today. I have got a couple
of questions, and I am going to of course abide by the 5 minute
rule. I was just struck by the ranking member’s assertion that
when we have witnesses who appear and have a logo on their let-
terhead that they have to agree that they are speaking for the en-
tire organization.

And Mr. Sherk, I think you recognize that you are indeed an em-
ployee of the Heritage Foundation and appropriately use the letter-
head, but your position would be that you haven’t got an agree-
ment from the Heritage Foundation board and the 700,000 or so
members that you are indeed representing the entire Heritage
Foundation, is that correct?

Mr. SHERK. That would be exactly correct.

Mr. KLINE. Thank you. And the ranking member then asserts
that because she is a member of Congress, and has the congres-
sional seal at the top of her letter, that she is of course speaking
for herself, but I doubt if the ranking member really believes that
she is speaking for all 435 members of Congress. Let us see——

Ms. WOOLSEY. Oh, wait a minute——

Mr. KLINE. I think

Ms. WooLsEY. Will you yield——

Mr. KLINE. I am happy to yield.

Ms. WOOLSEY. Yes, I actually am on record speaking to and rep-
resenting my entire constituency. If they don’t like it then they
have to—they will dis-elect me.

Mr. KLINE. Thank you and now reclaiming my time, I am no
doubt that you are representing your position of your constituents,
but the congressional seal doesn’t mean you are representing all
435 members of Congress.

I think that all of us would agree that shortchanging workers
and overcharging taxpayers is unacceptable and it looks like that
may be what we are getting in many cases according to the GAO
report.
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Dr. Sherrill, it is nice to have you back again. It seems like only
a week or so, you were here with a controller general.

For this report, the GAO interviewed contractors who stated,
quoting that “DOL’s current method of handling job classifications
was confusing and challenging”. Can you help us with any further
detail about the issues raised by these stakeholders, the confusing
and challenging?

Mr. SHERRILL. Yes, one of the key issues that were raised is, es-
pecially I think by some of the smaller contractors is that they
would in some cases have a worker doing a certain type of job ac-
tivity part of the time and a different job activity another part of
the time so they were confused about how they ought to be
classifying that worker with regard to which specific job classifica-
tion.

So there were issues like that where some of the smaller employ-
ers really needed more guidance and instruction about, you know,
you know how to fill out the survey form properly.

Mr. KLINE. And so this would be information presumably coming
from Wage and Hour that they need or?

Mr. SHERRILL. I mean this would be the kind of thing that could
be done in better—the Department of Labor hasn’t pretested the
survey. I mean we have—one of the themes that GAO—the 1.G.
has noted is that there is a fairly high level of errors that are iden-
tified in the way survey data reported.

And I think part of the issue is that the labor survey form has
never really been pretested to get a better idea of, you know, what,
where, what could have been made more comprehensible, where
are the issues.

Labor is planning to do that to revise the survey, but we think
it is critical that they really incorporate sort of methodological ex-
pertise as they revise the survey to help avoid some of those kinds
of errors and confusion.

Mr. KLINE. Thank you. It appears that there have been studies
going back for years and decades complaining about this process
and the many inaccuracies and the current GAO report was again,
pretty negative about the Department of Labor’s attempts to
change the current practices.

But I am—we have heard from the Department of Labor that it
has made improvements to the process. Could—do you agree that
these improvements are significant? It is really going to improve
things? Can you address that?

Mr. SHERRILL. The Department of Labor has taken a number of
steps to make improvements. In recent years they have really fo-
cused on different strategies to increase the timeliness of con-
ducting the surveys. They have taken efforts to better verify the
data.

But one of our key findings was they haven’t sufficiently ad-
dressed some of the fundamental issues with the survey dealing
with the quality of the survey, how representative is it. Do you
have sufficient data to make a representative judgment? Those
kind of sort of more fundamental issues. So they made progress in
some areas, but in others haven’t gone far enough.

Mr. KLINE. Okay, thank you.
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And Mr. Markey, the Wage and Hour division has previously
used McGraw-Hill Construction Analytics and there is a study I
t}llink game from 2005. Could you produce that for us for the record
please’

Mr. MARKEY. Yes I can.

Mr. KLINE. Thank you.

I yield back Mr. Chairman.

Mr. BucsHON [presiding]. The chair now recognizes the gen-
tleman from New Jersey, Mr. Payne.

Mr. Miller?

Mr. MILLER. Just quickly, on the question—Mr. Kline just raised
a question about the McGraw-Hill. From the GAO’s point of view,
is that a legitimate undertaking by Department of Labor?

Mr. SHERRILL. The McGraw-Hill review was conducted in 2004.
Iic’1 was really a view of Department of Labor’s processes for doing
the——

Mr. MILLER. But are they not now using them on an ongoing
basis?

Mr. SHERRILL. I think you would have to ask the Department of
Labor, sir what they are doing here. They are——

Mr. MiLLER. Well, let me ask the Department of Labor then
quickly.

Mr. MARKEY. As my testimony indicated, it had several rec-
ommendations and we acted on all of those. And, you know, where
it went through the IT personnel training, and we are seeing real
progress. With the new surveys, we are receiving a much greater
response rate that we had in the past. These are the surveys we
initiated in 2009 and 2010.

Mr. MILLER. But that—the McGraw-Hill is not an ongoing proc-
ess it was used and you are responding to the recommendations
that McGraw-Hill made, is that correct?

Mr. SHERRILL. That is correct.

Mr. MILLER. Let me just say, I have—I guess I have seen this
process sort of both ways. I am fortunate to represent an area that
over the last 20 years has had billions of dollars of heavy construc-
tion in the refining, chemical industries, steel mills, and I have
seen when these private contracts were left a number of years ago,
over the last 10 years, the influx of people from all over the country
coming and sleeping in their cars, camping in the parks, bunking
up five, six, seven people to a motel room, using county facilities,
law enforcement facilities, county hospital, health care clinics,
using all of those facilities and then leaving the minute the job was
over.

Today, all of those fields, the major oil companies, the chemical
companies, that work is now done under project labor agreements.
It is entirely different situation. For the residents of that area who
are employed in those jobs, who get the benefits, who return the
revenues to the, if you will, their pay to the community and it is
a much different proposition.

And it took time to evolve over to that process, but I think it is
clear that Davis-Bacon provides much of that same benefit to com-
munities. I mean I—actually when I was a young man working my
way through college, I worked alongside people, and everybody I
worked alongside of came from long distances to work in those re-
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fineries and turnaround times or refurbishing or modernization in
those trades. But they put nothing back into the community.

And that is the world of difference. Today, that is the case and
I think that we are all better off for that reason. And obviously
those negotiations are carried on with some of the largest entities
in the world. They are mature negotiators they have made that de-
termination to go in that direction.

So I would hope that we wouldn’t be considering the repeal here.
I do think that the GAO report—I get a little sense here that we
have got sort of two different photographs and there is the number
of things that have been going on to improve this, if I look at Mr.
Markey’s testimony, to improve the timeliness and the responses to
the surveys. But some of the GAO work was on previous work to
that.

I think we need somehow to reconcile both of your testimonies
to see if we get an accurate picture of where it yet needs to be to
be done. And then to the question of whether or not the response
rate is sufficient or not, and accurate enough I think is an issue
that we should continue to look at.

But I would like to get some, maybe I can formally ask the GAO
if you would look at—if the testimony of DOL, I don’t know if you
have prior to this hearing because it appears that there is a little
bit of mismatch in sequencing if you will.

I am not putting intent anywhere here, I just—the question of
sequencing. Some things that have been done subsequent to the
surveys that you may have been looking at that were an earlier
iteration. That is—does that make any sense to you?

Mr. SHERRILL. That is fair because we did our analysis based on
the data, the surveys that were available at the time for us look
at that.

Mr. MILLER. Okay.

Mr. SHERRILL. So some of it was a snapshot of where they were
at that time.

Mr. MILLER. I think that would be helpful to us.

Finally I just want to say I think Mr. Mistick, the $15.7 billion
is not annually, it is over 10 years. And it is a result of a CBO—
informal CBO estimate. It is not a formal finding of CBO, just to
clarify the record. It is—there is a little bit of difference between
us two as you might imagine.

Mr. MisTICK. It is still on the plus side.

Mr. MILLER. No I understand, I understand. But you could also
argue, I think, that the issue of the timeliness drags the wages
back in time as opposed to being current, but more to be said later.

Mr. MisTICK. I agree with that observation, Mr. Miller.

Mr. BucsHON. The chair yields 5 minutes to himself for a few
questions. Mr. Mistick, you have a lot of experience as a stake-
holder in all of this and trying to understand how to comply with
the Davis-Bacon, and in your opinion, what is really the most trou-
bling that you find with the findings of the GAO report?

Mr. MisTICK. It is—part of it consistent series over literally dec-
ades in which the department fails to produce accurate numbers.
And we can talk about—computers and doing things faster, but all
we are going to do is produce wrong numbers more quickly. What
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it has produced most generally by the Department of Labor’s sur-
vey are numbers that are wrong.

We have to be able to say out loud that if 13 percent of the work-
force belongs to a union and 65 percent of our data points are
union rate, prima facie, that is wrong. And that is what we need
to address. We already pay to collect a great deal of data, as Mr.
Sherk has mentioned, in the occupational waste surveys.

Advantages of which are that it is done on a county by county
basis so that we can get to that fine granularity that is important
in doing these surveys, plus the occupational waste survey has
written classifications for the job.

That doesn’t exist and it is part of the problems that Dr. Sherrill
mentioned with people participating in the survey because there is
no written description of what a carpenter, or painter, or plasterer
does and that can vary from locality to locality. That is the biggest
problem in my mind. And I don’t see any impetus after 80 years
of trying to really get it right at the Department.

Mr. BucsHON. If a contractor has a question regarding a job clas-
sification issue, what type of guidance does DOL offer?

Mr. MisTick. Well, you can certainly call DOL and ask them and
you might get a piece of oral tradition. For example, if I say, what
is carpentry work to the DOL? They say well, what is ever done
with the tools of the trade. Well that is not really an answer, is
it?

There have been instances more recently where the DOL has re-
ferred contractors to the contracting officer, who is the last person
in the world to decide what job classifications are, this is a procure-
ment specialist that has no background in the labor issues. So it
is very difficult. It is not written down. It is also true in many state
prevailing wage situations where there are no written guidelines
for what the classifications are.

Mr. BUCSHON. Mr. Eisenbrey, I am a physician. I found it inter-
esting that you were trying to correlate the incidence of workplace
accidents and that type of safety issues related to how much people
are paid on the job.

And how that—I am trying to find out how that—make that
mental leap why, I mean this is a traditionally held view I think
about labor, that if a union isn’t involved in a project that people
are going to be more—are more going to be, are more likely to be
injured and hurt on the job which is a view, by the way, that I
don’t hold.

So I want to know, what specific data do you have, you know,
that related to David-Bacon Act that there is any correlation at all
with workplace accidents and injuries that just doesn’t seem to
apply to me.

Mr. MisTick. What I cited was a study by Professor Peter Phil-
lips from the University of Utah of what happened in Kansas after
the repealed their state prevailing wage law. And I am not saying
that there is a direct cause, but I am just reporting what happened
afterward and

Mr. BucsHON. But I mean—I think—can interrupt for just a sec-
ond. I think you wanted to get across to the committee that, like
I said, a typical labor opinion that if labor isn’t involved that there
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will be injuries on the job to try to muddy the water about the
whole issue.

Mr. MisTICK. No, no, no, no.

Mr. BUCSHON. But the intent of this is not to say that people
shouldn’t have a prevailing wage, but the question in mind is, what
are the statistics behind it?

Mr. Mistick. Well actually what I said was, that there is a ra-
tionale for why that would happen, which is it—I didn’t say any-
thing about unions, what I said was, if you pay less, you are going
to get less experienced workers who will be more likely to get hurt
on the job. That if you pay—and take physicians. If you paid physi-
cians half as much, would you get as high quality physicians? I
mean I think the answer——

Mr. BUCSHON. Actually you would because they are all trained
the same and my time has expired. Mr. Bishop?

Mr. BisHOP. Thank you. Thank you Mr. Chairman and thank you
for having this hearing. You know, I am having a hard time believ-
ing that this hearing is about a survey methodology or survey qual-
ity. I think it is important for us to note that in the debate on
H.R.1 there was an amendment offered by Mr. King of Iowa to re-
peal Davis-Bacon.

Thankfully that amendment failed 189 to 233 but with one ex-
ception, every member of this sub-committee including the chair-
man of the full committee, voted for that amendment. So this hear-
ing is much, much, more than about survey methodology.

I would also note for the record that Congressman Bacon pre-
ceded me as the representative of New York One and he was a Re-
publican I should point out, and I will also point out that Mr.
Shrek (sic) you use—Sherk, pardon me, you use a lot of data from
Long Island. I represent about half of Suffolk County, so chances
are the carpenters and the electricians and the sheet metal work-
ers you are referring to are people that I represent.

And in preparing for this I read a document that you wrote Mr.
Sherk, and I will just read the opening sentence of the last para-
graph which says, “Repeal Davis Bacon. America can no longer af-
ford such special interest handouts”. Do you recall writing that?

Mr. SHERK. I have written words to that affect many times.

Mr. BisHOP. Okay, well so am I to understand that a carpenter
making $77,000 a year constitutes a special interest?

Mr. SHERK. The special interest that I was particularly referring
to is unions. So there have been studies of what happens when you
repeal prevailing wage law.

Mr. BisHop. All right, let us go to that. The difference between
the prevailing wage and the market rate for Long Island, carpenter
who is, if he is fortunate enough to work 40 hours a week for 52
weeks a year would make approximately $77,000. The market rate,
person would make about $59,000 a year.

Now these $77,000 a year guy, remember, he is the guy I rep-
resent, okay. Now, if we were to impose a tax rate on that person,
that reduced his take home pay by 30 percent, is it fair to say—
I know you don’t speak for the Heritage Foundation, but is it fair
to say that the Heritage Foundation would refer to that tax rate
as confiscatory?
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Mr. SHERK. We would oppose certainly any such taxes. But if you
had say a subsidy, basically we believe people should keep what
they earn.

Mr. BisHOP. Okay.

Mr. SHERK. But——

Mr. BisHOP. But, but, but in order to keep what you earn you
first have to earn it, correct?

Mr. SHERK. If you are earning it——

Mr. BisHOP. But you are asking a person to take a 40 percent
reduction in pay to do the same job, is that not correct?

Mr. SHERK. What you are basically requiring them to do is work
on the open competitive market and not have, basically govern-
ment——

Mr. BisHOP. But the fact is that if your construct were to take
place. If we were to repeal Davis Bacon, that laborer or that car-
penter now making 77 grand a year, would be making 59 grand a
year, right?

Mr. SHERK. [Off mike.]

Mr. BisHOP. And so let us stay with that for a second. So he now
has $18,000 less per year to spend. Now if we were to tax everyone,
so that such that they had $18,000 a year less to spend, would
there not be some enormous human cry that that is a job killing
tax rate because we would be taking money out of the economy and
out of circulation. Isn’t that how that tax rate would be dealt with,
perhaps reasonably?

Mr. SHERK. Well effectively, what you are having is not a tax but
a subsidy. So again, there are

Mr. BisHOP. This is the individual who now has $18,000 less per
year to spend, call it a subsidy call it a tax. He has got 18 grand
less per year to support his family. And he has 18 grand less per
year to buy goods and services which have a ripple effect through
the economy. Is that not correct?

Mr. SHERK. No, I don’t believe that is correct.

Mr. BisHOP. Why is it not correct? If we were to tax that person
$18,000 you would claim that we were taking money out of the
economy. And that is the best thing for us to do is leave the money
in the hands of the people because they know how to spend it bet-
ter than the federal government. Is that not the case?

Mr. SHERK. But what you have essentially got a law that re-
quires—is your hiring of four construction workers for the price of
five. If you paid the individuals market rates and assume that——

Mr. BisHOP. I am trying to deal with the people I represent. And
if your recommendation were to ever take on the force of law, those
people would be very, very adversely impacted.

Mr. SHERK. Those fortunate enough to work on the federal con-
struction jobs, some of them would see lower pay. Those who are
unemployed right now might benefit from

Mr. BisHop. All right, let us try this. The prevailing wage, not
the union wage, the prevailing wage for all counties in Virginia for
a backhoe operator, which I guess would be called a laborer, is
$11.28 an hour. That is around $450 a week, so roughly 23 grand
a year. Is that what we have come to? We have come to arguing
about whether or not we can afford to pay somebody 23 grand a
year?
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Mr. SHERK. We did a study actually on Davis-Bacon rates in Vir-
ginia a couple years back. I haven’t updated it since then, it was
2008. But what we found was actually that the Davis-Bacon rates
in Virginia, because of the inaccuracies,were about 5 percent lower
than the market rates and that you had inflated rates in northern
Virginia, in the rest of Virginia they are substantially below the
market rates. So it is—if you have got the—survey, I

Mr. BisHOP. It increased it—let us say that it is—let us say you
are right. I am sorry, my time

Chairman WALBERG [presiding]. The gentleman’s time is expired.

Mr. BisHOP. Thank you.

Chairman WALBERG. We will now go to the gentlelady from Ha-
waii, Ms. Hirono.

Ms. HiroNO. Thank you Mr. Chairman. I would like to insert
into the record of this hearing a letter that was sent to the chair-
man of the full committee and the ranking member of the full com-
mittee from the Congressional Black Caucus, the Congressional
Hispanic Caucus, Congressional Asian—Pacific American Caucus
in response to the fact that we are having this subcommittee hear-
ing wherein they say prior to the enactment of Davis-Bacon in
1931, there were many shocking examples of abusive labor prac-
tices and wholesale exploitation of female workers and workers of
color.

That is just part of what was in the letter to the full committee
chairs and a ranking member. I would like to insert the rest of that
letter for the record of this hearing.

[The information follows:]
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@ongress of the United States
Paslington, BE 20513

April 13,2011

The Honorable john Kline The Honorable George Miller

Chairman Ranking Member

Committee on Education and the Workforce Committee on Education and the Worldorce
2181 Rayburn House Office Building 2101 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Kline and Ranking Member Miller:

It has come to our attention that the Subcommittee on Workforce Protections will conduct a
hearing to exarine the Depariment of Labor’s implementation of the Davis-Bacon Act. As
Chairs of the Congressional Black Caucus, Congressional Hispanic Caucus, Congressional Asian
Pacific American Caucus, and each Caucus’ respective labor taskforee, we support the
improvements to the implementation of the Davis-Bacon Act. However, we strongly oppose all
efforts to climinate this important legistation.

Prior to the enactment of Davis-Bacon in 1931, there were many shocking examples of abusive
Iabor practices and wholesale exploitation of female workers and workers of color on
construction sites. For the last 80 years, the Davis-Bacon Act has protected the wages of all
construction workers, including workers of color and women, who are particularly vulnerable to
exploitation, Further, studies show that prevdiling wage laws provide social benefits from higher
wages and better workplace safety, increase government revenues, and elevate worker skills in
the construction industry.

We belicve that Davis-Bacon has been instrumental in bridging the wage gap for historically
disadvantaged sectors of our society. In the face of decaying social and economic opportunities,
this measure provides women and people of color with an important tool to achieving greater
parity with their mainstream counterparts. The direct and indirect positive effects of Davis-
Bacon prevailing wage ragulations make them a prudent and beneficial policy. Additionally,
Davis-Bacon prevailing wage regulations have no adverse economic impact.

Members of our caucuses have stood at the forefront of promoting rights for workers of color
and female workers. The Davis-Bacon Act bas made a valuable contribution to instituting
protective equity and stability io American workers everywhere. We believe this important labor
protection should be continued and strengthened, not eliminaled.

Sinceraly,

PRINTED N RECYCLED PAPER
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Emanuel Cleaver i Charles A, GonZ -

Chair Chair
Congressional Black Caucus Congressional Hispanic Caucus

Co-Chair

CBC Education and Labor Taskforce

CHC Education and Job ¥ining Taskforce

Chairman WALBERG. Without objection. So ordered.

Ms. HiroNO. Thank you. I found the exchange that we just heard
very interesting, and, Mr. Sherk, I am curious to know is the posi-
tion of the Heritage Foundation, which does advocate market rates
in this arena, whether or not the position of the Heritage Founda-
tion or your own position for that matter, is that government not
set minimum wage either?

Mr. SHERK. Certainly my personal position would be that the
minimum wage is destructive to those it tries to help, that it pro-
duces employment opportunities and the ability of people to get a
start on the job ladder and move up. So generally speaking, I
would be against that. But, in this case, it means that the David-
Bacon rates—they even—the market rates. They are so far above
and beyond even the minimum wage that they—it is apples and or-
anges.

Ms. HiroNO. So, the answer is that you would rather that—you
don’t think that the government should set minimum wages either?

Mr. SHERK. I, generally believe—speaking—I believe that min-
imum wage laws hurt those they are trying to help.

Ms. HiroNO. Thank you very much. We obviously have a dis-
agreement on that.

Mr. Eisenbrey, I don’t think that you were able to complete your
testimony, and it is very clear from this hearing that apart from
the survey design and methodology, which we hope will be, you
know, appropriate, that we don’t have enough people participating
in the survey, and I don’t think you had a chance to finish your
thoughts on some of the ideas that you would have to ensure a
higher and more representational participation.

Mr. EISENBREY. Well, thank you. Can I make one other point be-
fore I answer your question?

Ms. HiroNO. Please.

Mr. E1SENBREY. I just like the record to be, clear that when Mr.
Sherk talks about the market rate, you shouldn’t take that as a
fact that he is asserting that the occupational employment statis-
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tics rate is the market rate, and he compares it to I think the
building rate under Davis-Bacon, which is actually an unfair com-
parison because the OES includes residential construction where
the rates can be half as much as the building rate.

So, he is lumping in a lot of very low wage people and comparing
them to people with higher skills in a narrower segment of the
market, and it really isn’t a fair comparison, and I would say ev-
erything that he said based on that has to be therefore taken with
a grain of salt.

Ms. HiroNO. Thank you for that clarification.

Mr. EISENBREY. But in answer to your question, I think that the
Department should be doing everything it can and it is making
new efforts—you have heard from Mr. Markey—to get better re-
sponses to the surveys. I think that there are tools that the depart-
ment hasn’t looked at that they should.

In Michigan one of the world’s greatest survey institutions is at
the University of Michigan, and they will pay people to complete
surveys. That is an incentive that ought to be looked at.

But, the more obvious one is to say that anyone—any subcon-
tractor, anybody who is doing federal construction work and being
paid by the government should complete these surveys. They
should be required to complete the surveys as a condition of work-
ing on federal projects and getting federal taxpayer dollars. That
would do a lot to increase the response rate.

Ms. HiroNO. Mr. Markey, would you like to respond to these two
suggestions to improve your return rate?

Mr. MARKEY. Well, we are taking

Chairman WALBERG. Microphone, please.

Mr. MARKEY [continuing]. We are taking efforts to improve the
response rate. As I indicated it has usually been a series of mail-
ings and with the low response rate in residential construction we
have changed that methodology. We are supplementing mailings
with telephone calls and visits to contractors and contractor asso-
ciations. We have started that in—2010, and we have several sur-
veys ongoing regarding that.

After we cleaned up all the old surveys, as I talked about, we
started piloting surveys under this new methodology where we
don’t have a one size fits all, and we don’t survey every type of con-
struction at the same time.

If we look at the response rate in Georgia that we published in
2009, I think the survey was 2003 or 2004—and we look at the re-
sponse rate in Georgia which we are currently surveying now, I
think we have, just for a building in heavy, over 7,000 responses,
for Georgia. We didn’t have anywhere near that back in 2003 when
we did this survey.

Chairman WALBERG. Thank you, the gentlelady’s time has ex-
pired.

Ms. HiroNO. Thank you.

Chairman WALBERG. Move on to the gentleman from New Jer-
sey, Mr. Payne.

Mr. PAYNE. Thank you very much. It is a very interesting discus-
sion, and it has been around for a long time. I, unfortunately, had
to run to another committee so I know that many of the questions
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were asked and answered although I do have a question of Mr.
Markey.

You know, today’s statement, and this is what the discussion
even to the previous member had made claims that the Depart-
ment of Labor survey is difficult to complete and presents a major
problem.

The GAO study found that 19 of 27 contractors and interested
parties, 70 percent are interviewed, said that the survey was gen-
erally easy to understand though some identified challenges with
completing specific sections such as how to apply the correct job
classifications. Does the Department frequently receive complaints
about the form, and what support do you provide to contractors
completing this form?

Mr. MARKEY. Well, when we do a survey, we conduct extensive
pre-survey briefings. That includes all stakeholders. It—the build-
ing trades. It is contractors’ associations. It is small contractors.

Besides stressing the importance of responding to the survey, we
go through the data collection form block by block. We send out to
everybody who we determine has been involved with construction
activity a letter requesting a response. With that is a two page in-
struction sheet that indicates how you complete the form.

We have a—on our Web site we have our phone number that—
if they have any problems. And probably, most importantly, we get
in a form and it indicates that—there are questions as to some-
thing on the survey, and I will direct one of Mr. Mistick’s concerns
about area practice.

We immediately called that respondent and we say, did you
mean this? Okay, you have put a question mark next to the classi-
fication as to whether it is really a carpenter or an electrician or
whether they do a subspecialty of hanging sheetrock or pulling low
voltage wiring. And we question them regarding that. So, I think
there is a lot of technical assistance going on in the survey process.

GAO in its report said that 70 percent of the respondents indi-
cated they had no problems with the form. It was rather simple.
We do on site verification through a private accounting firm, and
one of the things they always ask is, did you have any problems
with the form? What do you think about this? What do you think
about that? And the response is, it is not particularly difficult or
time consuming to fill out.

Mr. PAYNE. Thank you. Also, you know, the whole question about
prevailing wages and so forth, I—of course if, you know, I was the
builder, I certainly would want to have wages as low as possible.
I mean, I wish I can dictate the rate that my doctor charges. But,
that is just not the way it happens. I mean, it would be great to
have you know, what needs to be supplied as inexpensive as it can
be, therefore the profit would be much greater.

So, I, you know, I think in some of these instances, we have to
look at the value of work done. What is the—how do we determine
that? You know, someone comes in and just say the prevailing
wage is just too high, and that is what many of the entrepreneurs
say. The workers say that what they are doing, they think that
what they are providing is equal to what they are paid.

So, I guess this is an argument that, you know, we are going to
see, you know, on and on according to what side of the shovel you
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are on. So, you know, I think it is driving down wages. I am not
so sure, as have been indicated, to get more productivity. That is
a new concept.

We really have to, I think, make sure that we have qualified peo-
ple. I am glad that the letter from the minority caucuses was intro-
duced because there is a misconception that people feel that minor-
ity workers don’t support Davis-Bacon, and we have our labor task
force members who signed the letter just to the contrary.

And so, I certainly think that this discussion is important, and
hopefully we can improve it. But, I think to try to eliminate the
Davis-Bacon Act would be a step in the wrong direction.

Chairman WALBERG. I thank you, gentlemen. And now turn to
the gentleman from Ohio, Mr. Kucinich.

Mr. KuciNicH. Thank you very much Mr. Chairman, and I am
going to ask some questions of the—for Mr. Markey from The De-
partment of Labor. You know, in reading over the GAO report and
you may have answered this already, so excuse me for asking it if
you have, is it your position that if you had more people who were
able to inspect, you could keep up with the flow of the work and
therefore ensure better enforcement?

Mr. MARKEY. Well, no, agencies are always looking——

Mr. KuciINIcH. Could you speak into the mic?

Mr. MARKEY. Agencies are always looking for more people but
this is more related to the wage determination process. I indicated
we have added people. As we continue to re-engineer the processes,
we are timing each segment of how long it takes and we will add
staff in the field as necessary.

Mr. KuciNIicH. What can you see are the major challenges that
you face with respect to having staff in the field to make sure that
you keep up with the workflow? Are you facing budget cuts in
terms of cutting back staff that would be able to seek proper en-
forcement?

Mr. MARKEY. The Department has received a budget cut in wage
now, and we are sharing it.

Mr. KucinicH. How will that affect the work?

Mr. MARKEY. With regard to this particular function of wage de-
terminations, at this point in time we consider it critical enough
that it is not affecting the work.

Mr. KucINICH. You consider it what, please?

Mr. MARKEY. We consider the wage determination process in our
efforts to improve it and to shorten the timeframes of the age of
wage rates, important enough that any cuts will not be absorbed
in that portion of our operations.

Mr. KuciNicH. I am glad to hear you say that because in looking
at your testimony you point out the historical importance of the
Davis-Bacon Act, and I think that in this debate over Davis-Bacon
wages that it is important that we talk about the construction ben-
efits to the taxpayers, quality of work, workplace safety issues that
may not be easily monetized, but once they are, actually indicate
that the taxpayers overall are not just getting quality but they are
getting value. Would you agree with that?

Mr. MARKEY. Yes, I would.

Mr. KuciNicH. I would like to ask Mr. Sherk—I read your report
repealing Davis-Bacon, which you advocate, and I heard you an-
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swer one of my colleagues. What do you—I am going to pick up on
your comments about minimum wage. Do you think there should
be a minimum wage?

Mr. SHERK. Well, again, it is—the minimum wage only—you are
talking basically 3 percent or so of workers. The—it doesn’t—con-
struction workers

Mr. KucCINICH. Philosophically though.

Mr. SHERK. But, generally speaking I think it hurts those it is
intended to help that it prices low skilled—very low skilled—work-
ers out of the labor market.

Mr. KUCINICH. So, right now the minimum wage is about $7.25.

Mr. SHERK. Yes.

Mr. KuciNICH. Would you say that maybe more people would
work if the minimum wage was like, say, $5?

Mr. SHERK. Certainly you would have—right now if you are
among skilled workers—say you are a high school dropout and you
can only provide $6 an hour worth of value to the company. Well
then nobody is going to pay you $7.25 an hour and benefits to bring
you on. But, what you find is that when workers—they starve on
minimum wage. It is an entry level wage. The two-thirds of min-
imum wage workers get a raise within a year.

It is the bottom rung of a career ladder, and you work your way
up. Cut off that bottom rung, don’t give them the opportunity to
develop skills, and you wind up hurting them and preventing them
from, you know, working their way up and earning higher pay.

Mr. KuciNICH. I am just doing some off the cuff math on min-
imum wage 15—the minimum wage at a yearly rate would be
$15,080. That is at the $7.25 an hour. Let us say we made it $5
an hour, it would be, I don’t know, over $10,000, I guess. When you
look at the federal poverty numbers, because you have to put this
in a broader perspective, people would actually have a job and be
driven into poverty.

This is a conflict that we have here. So, what I would suggest
to you, respectfully, is that the philosophy that brings any of us to
these tables, on this side and on your side, have to meet some real
world realities about, you know, what people need to make a living.

And I know that in your testimony you sketch out—actually with
respect to the minimum wage—with respect to Davis-Bacon wages,
I know you try to establish the difference between the Davis-Bacon
Act and the market wages in various communities. I looked at that.
But the question is though, if you monetize all the value

Chairman WALBERG. I thank the gentleman for his philosophy
and appreciate that——

Mr. SHERK. Thank you for that, Mr. Chairman.

Chairman WALBERG [continuing]. Yes. I thank you for that
and

Mr. KUCINICH. So is my time expired?

Chairman WALBERG. Your time has expired

Mr. KuciNIcH. I thought you were just thanking——

Chairman WALBERG [continuing]. Significantly. [Laughter.]

Philosophy, philosophy, we all have it, and I thank you for yours
whether I agree or disagree. I also thank the members of the panel
for being here today to provide checks and balances to each other,
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to provide philosophy in the process and provide more information
as we go forward in our committee deliberations.

And now I turn to the gentlelady from California, ranking mem-
ber Woolsey for closing comments.

Ms. WooLsEY. Thank you, Mr. Chairman, and I also thank the
witnesses today and would like to ask the Department of Labor if
they have items that they would like to submit for the record?

Mr. MARKEY. Yes, we would.

Ms. WooOLSEY. Mr. Chairman, would that be acceptable to you?

Chairman WALBERG. Without objection.

Ms. WOOLSEY. Thank you. It is clear from today’s testimony that
the Department of Labor is taking steps to improve its prevailing
wage survey process. They have instituted several reforms aimed
at producing more timely, more accurate wage rates, and they con-
tinue to look at ways to advance the survey procedures.

We have also learned of the problems with using Bureau of
Labor statistics data in place of a true prevailing wage survey,
which amounts actually to an imprecise wage rate and a wage cut
for construction workers.

So, as I said before, Mr. Chairman, the last thing construction
workers need in this economy is to have their wages cut. We need
to ensure that prevailing wage protections exist so that the federal
government does not subsidize a race to the bottom with our na-
tion’s construction investments. Instead, we must continue to en-
courage competition, contribute to the development of a skilled
workforce for the future and pay livable wages.

I yield back.

Chairman WALBERG. I thank the gentlelady and would concur.
We certainly want to see jobs, efficiency, all of that expand. We
also want to make sure that there are no unnecessary hindrances
to hiring and completing jobs.

I have had the benefit of having a youngest son who is working
in jobs probably as we speak. Today he will work for prevailing
wage and he will work for non prevailing wage. He will do the
same process at each site and will do the same quality work.

But there will be significant difference in the wages that he re-
ceives. He understands that. He doesn’t complain about the bottom
line of the check at the end of the month.

But he does complain about the fact that he knows there are jobs
that he will not be on and there will be additional employees that
will not assist him on some of those jobs in construction because
of additional costs that to him, seem unnecessary.

Now we know that it goes the other way as well, according to the
GAO report. And I think that is the purpose of this hearing, this
subcommittee and our deliberations, to find what moves this na-
tion, its workforce, its economy forwards. I love Michigan. It is a
state of my choosing.

But I also know that state led the nation in an unrivaled unem-
ployment recession, depression as it were, for too long and sadly,
a couple other states have now joined it at the bottom of the pile.

And regulations, cost structures, prevailing wages, requirements
by the government in Davis-Bacon—whatever it might be that de-
stroys the opportunity to move forward must be dealt with.
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And so we will continue looking at these issues and hopefully
come to a conclusion that will benefit the worker, the employer, the
regulator—I noticed I put regulator third, though I appreciate the
work that is done, what you are asked to do, but nonetheless, ulti-
mately it benefits the economy and moving forward in this great
nation. It is too great to hold it back.

So having said that, there being no further business, the sub-
committee stands adjourned.

[Additional submissions of Mr. Walberg follow:]

Prepared Statement of Women Construction Owners & Executives, USA

Women Construction Owners & Executives, USA (WCOE) is pleased to submit
testimony before the Subcommittee to share our views about prevailing wages rates
under the Davis-Bacon Act. WCOE is a national association representing women
owners and executives in the construction industry. Members of WCOE include gen-
eral contractors, architects, engineers, manufacturers, construction project man-
agers, and trade subcontractors.

Women represent a small, but growing, segment of the construction industry. Ac-
cording to the most recent U.S. Census Bureau Survey of Business Owners from
2007, 10% of construction firms nationwide are women-owned businesses. The Cen-
ter for Women’s Business Research 2008 Biennial Update reported that there were
nearly 500,000 women-owned construction firms nationwide. American Express
OPEN’s 2011 “State of Women-Owned Businesses Report” highlighted the recent
growth for women-owned businesses in the construction industry. Between 2002 and
2010, there has been a 41% growth in the number of women-owned construction
firms. Furthermore, construction is one of only two industries in which the growth
of women-owned businesses regarding number of firms, employment and revenues
has outpaced industry-level growth.

The issue of prevailing wage rates determined by the Department of Labor (DOL)
under the Davis-Bacon Act is critical to women construction company owners.
WCOE’s membership includes both union signatory and non-union companies and
they mirror the overall industry statistics (2010 Bureau of Labor Statistics) with
nine out of ten companies operating under “open shop” guidelines.

The majority of our members are classified as small businesses according to SBA
criteria and since 87+% are non-union or “open shop”, they are at a significant dis-
advantage when federal, state and local construction contracts require union wages
and benefits. In addition, the March 2011 Government Accountability Office (GAO)
report “Davis-Bacon Act: Methodological Changes Needed to Improve Wage Survey”
findings that DOL does not provide a fair determination of local prevailing wages
comes as no surprise to us. The 50 percent rule under Davis-Bacon requires DOL
to collect wage data on at least three workers from two different employers. This
calculation is not likely to be representative of the actual wages paid to construction
workers especially when both of the employers surveyed are paying union rates.
Union signatory construction companies (13%), which tend to pay higher total com-
pensation (wages and benefits) than non-union companies (87%), are not representa-
tive of the entire industry.

We understand the repeal of Davis-Bacon is nearly impossible in the current cli-
mate, however we urge the Subcommittee to focus on redirecting the wage and ben-
efit research to the states and localities who have a better understanding of local
dynamics within the construction industry. At a minimum, DOL should be man-
dated to include non-union wages and benefits when deciding the prevailing wage
for any area. After all, these wages do represent 87% of the construction industry
work force.

Recently, the Small Business Administration (SBA) implemented its women
owned small business procurement program to provide women-owned businesses
greater access to federal contracting. The Women Owned Small Business Federal
Contract Program (WOSB-8m), which has taken eleven years to enact, permits con-
tracting officers, for the first time, to restrict competition for federal contracts to
women-owned businesses in 83 industries where women-owned firms were deter-
mined to be underrepresented. Twelve of these broad 4-digit NAICS industry codes
(which encompass 60 six-digit specific NAICS codes) are in the construction indus-
try. The Davis-Bacon requirements are a barrier to women-owned construction com-
panies securing government contracts. Implementation of the WOSB-8m Program in
these 60 construction NAICS codes may not do much to help open the doors to fed-
eral construction projects unless the Davis-Bacon requirements are revised. If the
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WOSB-8m program is about providing parity, then we submit the prevailing wage
methodology and requirements currently utilized will severely limit women-owned
construction companies’ ability to compete for government contracts.

In summary, we believe Congress should re-examine the industry standards for
determining prevailing wage rates and take into consideration the established fact
that 87% of construction companies in this country are non-union. WCOE would like
to thank the Subcommittee for giving us the opportunity to share our views.

Concerns Persist with the Integrity of Davis-Bacon Act Prevailing Wage Dete

APPENDIX B

U.5. Department of Labor Amistant Secretary for
Employment Stanaen

o
FEB 18 o0 Washingion. DC. 20210

MEMORANDUM FOR ELLIOT P. LEWIS
Assistant Inspector General

for Aydit E
FROM: VICTO) PNIC
SUBJECT: Dwaft OIG Aundit Repont on Davis-Bacon Wage Determinations

Thank you for the opportunity fo comement on your draft audit report entitled “Concemns
Persist with the Imegrity of Davis-Bacon Act Prevailing Wage Determinations.”

You have that the ¥ A i “promote
changes to the Davis-Bacon Act that allow reliable and objective sources of data and o
defendable methodology, such as that offered by BLS surveys, 1o be used in prevailing
wage ds ions.”" ESA is not d that the report is supparted by data or
analysis relevant 1o a statutory provision. Also, the report does not provide any guidance
on what changes might be appropriate.

In addition. your report acknewledges that there are obstacles to using BLS surveys, but
concludes that you “do not believe they are insurmountable.” The report does not
identify these obstacles that would presumably apply to any sample survey. Since the
report docs not identify these obstacles, the report provides insufficient guidance on how
to overcome these unspecified obatacles.

As indicated in your report, the Wage and Hour Division (WHD) previously explored the
possibility of using BLS survey data as a basis for Davis-Bacon wage determinations. In
addition to funding several pilot surveys 1o determine the feasibility of collecting fringe
benefit data as part of BLS"s National Compensation Survey (NCS), WHD also worked
with BLS to examine the extent to which the Occupational Employment Statistics (OES)
survey might provide detailed construction indusiry wage rate information by locality and
ocoupation. As you know, in the last days of the previous sdministration, former
Asststant Secretary Bemard E. Anderson concluded that while the use of BLS data was
asttractive from a timeliness and accuracy standpoint, “the feasibility of mecting the
Davis-Bacon statutory requirements, the cost of obtaining fringe benefit data, and our
concems about the completeness of the wage data when classified by cocupation and type
of " led 10 the lusion that inyp g the currenl wage survey process
offered the “best and most coss-effective solution for long term improvements in the
Davis-Bacon wage determination program.”

Although the decision 10 no longer pursue a BLS approach was hased in part on concerns
with meeting the Davis-Bacon statutory requirements, these concems were not the only

118 Department of Labar - Office of Inspector General 3l
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Concerns Persist with the I af Divis-Bacon Act Prevailing Dieterminations

APPENDIX B

d in former Assi Anderson’s letter, Also, the fact that the
mwm«wmmmmmnm.awmm
ﬂmﬂﬂhmmmmmmm For example, BLS condusis
and reports for a istical Area (MSA) rather than the county-
by-county basis that traditiomlly has boen spplicd und th Davis-Bacon Act, Uthe
statute were changed 10 allow a MSA type approach as the base level for calculating
mmnpmmmwwmymmgsum“dwkm it

reflection of p for all arcas
mﬂm!bem &ﬁwﬂmlhclmgmfn“ﬁvawmﬂ
Alinglon coandics in Virginia are all part of he Washingion, DC MSA; however, it is
ot clear that the prevailing rate paid 1o carpenters __ inall
three counties be same. The diffe
wlrunhummmnuvmummmuudwuhwmh
other parts of the MSA such as the District of Columbia or Montgomery County, MD.

And d above, the oh used for
wollecting udmdn- hmﬂmwmﬂuﬁf&mmm
MSA approach y BLS, b not mean that the for the
mmmw s without merit and itmldbenhmpd. w:-kudn
nole that the Davis-Bacon Act & broader
geographic arcas such as an MSA, Mwm&mmwmw
‘when safficicnt data arc not available on & county basis.

hmdmmﬂmm,llm'hl hmmhmﬂu

with BLS the
possibility of using Iilsd.ll_”\‘\feﬂamlw wh!mmm the current
universe survey approach as opposed to a sample survey, but we are willing to reevaluate

the feasibility of i o s using a samp gy Ia
change 1o a sample survey methodology for Davis-Bacon wage determinations is
pursaed, it should involve the use of BLS data ry a whole ner
sample survey conducted by Wage and Hour.
Your rey i reganding issues raised in carlier OIG and
GAqu)er\l. i ,-..mhﬂmmm ___"' i ulgndllmbe
timeliness of wage d i survey
mmulkrddu-ﬂwbeﬂmumnﬁudmmlmdmn
MWHMMM

lnm”nmihimm deﬂammmmh

pmmmdllnmvm Mﬂhﬂhuﬁﬂylwmdm wlplq;om
they reviewed. While it was not within the scope of your current audit 1o measure the
mnflhemmﬁdmhlwmmﬁd i your 1997 aisdit report resulied
the published that ranged from an overstatement
ol‘sum per bour 1o an uu&wuﬂuﬂp&bﬂ However, as noted in WH's.
respanse (o that eartier audit, only about thirteen percent of the affected wage

U8, Department of Labor - Office of Inspector General 32
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APPENDIX B

s d1o b, the audit findings, and
molMWmmﬂnlikﬂywﬁmhﬂmmh-w
margin of error pormally essociated with 5108
mstnp«mmuuymmﬁm:mmwmmnmm
jpereent confidence in) mhm:m&m,-aumw-mym

‘we share your the data
submitted and we remain commitied to making the data wied in Davis-Bacon wage
determinations a1 sccurate as possible. h!&mpibndwﬁewm

‘our on-site now target those data submissions that
wold have the greatest impact upon the resalting wage decrmination,

With respect 10 your concern that wage data may be biased, this is a concern with any
warvey, be it & sample survey or a universe survey, Alibough the source of the potential
bias may be different, the potentlal is always there.  For that reason WH coatinues 1o

mmmbmmwﬂlwdummmwwmw
Further, we Mufuhﬂm}m

Mm“hﬂhm id f frand of i

‘construction contractors, subcontracton, or third partics. ﬂ-;.uidlew:mlnh

vigilant, we have found no evidence to indicate o reesmence of the 1993 incident

discussed in yous report.

Your third ot 1 i > |

concern of WH. hmmm lﬂﬂlmuol‘ﬂﬂmum

mmur mot been fully with

projects, it is difficult i
mmwm system is integrated and the M[bweﬁlofnﬁvmdmm
nlnmlbul‘-.l.lyunlnd ml.m qnmnl‘
fiscal year WH i d devels ! m
that we remain focused on this jssac.

Finally, as noted in your audit report, WH h with MeGraw-Hill s
comprehensive review of the Davis-Bacon wage survey and determination

While such external reviews are elemenis measured by the PART process, the MeGraw-
Hill effort is uumrymwwwmm PART. We fully believe, as the GAO

report in May 1999 concluded, we are pursuing with the Davis-
ﬂmwmmmmhmmmﬂm mw“pduﬂmlnubu_ We
‘wani 1o make (his the best and most efficient 7 we are:
eages 1o have the benefit of MeGraw-Hill's i “-M-““

Again, thank you for your comments and recommendations. We will keep you apprised
of our further discussions with BLS.

‘occupatioes in Abdene, TX Mﬂ mn‘l'im 8T
Painters & $.94; Plumbens # §1.15. Wnhington, DC- Brickmasons + $1.04; Carpesters + 5.43; Electrictans
= 5.76, Pairsers = $.45; Plumbens = .50, Reinforcisg lron Werkens = $1.73. The #3% confidence imerval

would be even gresser.

U8, Department of Labor - Office of Inspector General 33



61

U.S. Department of Labor

mployment Standards Administration
Wage and Hour Division

Davis-Bacon Process Evaluation

Final Report

July 29, 2004



62

DRAFT

Davis-Bacon Process Evaluation

McGiraw-Hill Construction

E; il Su Y. 3
Focus and Direction from Washi 3
Technology Must be Effectively Utilized, 4
Metrics and Goals 4
Process Mapping 5
Key R 5

General Backgr d. 7
Study Purp and Scope 7
Findi 7

©  BestP 7
¢ P and Technology Obstacles 8
4 Program M 8
4 Unexpected Practices and Delay Points 9
4 Other ) 9

Technology Background 11
Ki ge M 11
Electronic Data Pi g: S ing/l ing and Ontine Sut 11

System Comp # 12
Survey Pre-p ing 12
Printing and Mailing Surveys. 13
inb Survey Pr 13

% Inbound Mail Survey 13

4 Online Survey Submissi 14
4 . Manual Keyed 14
Survey Post-Pi is
i g and S ing Survey Data 15
Aggreg /C: 15
ASDE and WDGS General Finding 16
¢ 5 troughp 16

¢ End-User Work Flow. 16

% System Process Flow 16

4 Metrics/Program M 16

¢ Training 17

© 4  Systemb 17

Process Mapping 18
Getting staried 18
Survey is underway 20
Survey anatysis 21

B dati 23

July 28, 2004 Final Report - Client Confidential Page 1



T T LE e e wm E o EEE e EEE SRR RE N

Davis-Bacon Process Evaluation

63

DRAFT

McGraw-Hill Construction

Process Diag 25
Overview 28
Survey Staging/ du 96
Prelimiary Data Review and Survey Briefings 27
Printing - Package Contents 28
Receipt of C Surve; 29
Data Entry - I Imagi 30
Data Entry ~ Apalysis and Verification 31
Calculation of Prevailing Wage R
Audit/App of Wages 3
Process Diagram — Glossary of Terms 34

July 29, 2004

Final Report ~ Client Confidential Page 2



64

Davis-Bacon Process Evaluation QR AEZ? McGraw-Hill Construction

Executive Summary:

The U.S. Department of Labor, Employment Standards Administration Wage and Hour
Division, contracted in August 2004 with MeGraw-Hill Construction Analytics to conduct
an in-depth analysis and documentation of #he current Davis-Bacon wage survey and
determination processes and operations being-performed by the DOL Wage and Hour
Division. The following report presents the findings of these analyses and identifies
areas of opportunities for the DOL Wage and Hour Division to modify or change existing
practices.

The core team from MHC performing this documentation and analysis consisted of Anita
Gryan — associate director, MHC Analytics, James Kerr — sales diractor, MHC Dodge,
Matt Barnurn — product manager, MHC Analyies, Derek Drelling — director of product
development, MHC, Pete Seggelink - national distribution manager, MHC, and Burleigh
Morton — seniar director, MHC Analytics. To gather the required data and knowledgs,
members of this team conducted in-person visits and follow up-phone calls with: 1) DOL
WHD headquarters staff in DC; 2) all five WHD regional offices; 3) Bureau of the Census
in Jefferson, IN; 4) Construction Industry Research and Policy Center (CIRPC) at the
University of Tennesses, Knoxville; 5) SID -~ computer consultants for WHD; and 8)
stake holders from orgériized labor, open shop organizations, and federal agencies.
Phone interviews were-aiso conducted with the accounting firm of Harper, Rains, Stokes
and Knight, plus with the Bureau of Labor Statistics. The DOL WHD headquarters staff
provided the MHC team with all relevant Davis-Bacon wage determination background
information avaitable.

Focus and Direction Needed from Washington:

The fack of strong leadership from WHD headquarters in DC has led to variations at
each regional office in how the WD-10 forms are processed. Best practices are not
established or systermnatically documented and shared. While local area contractor job
rules and procedures vary and affect the actual WD-10 data being collected, the process
of collecting and processing the data do not. Despite this, feedback from regional offices
consistently indicates a lack of structure, well-documented procedurss, and marching
orders from headquarters. The lack of effectively cor i | is and directi
from DC has created an ‘environment where the most dedicated individuals at the
regional offices must fend for themselves. Others, less motivated, are left to shuffie
along. This has lead te unacceptable delays, by any reasonable standard, in the time
required to complete the surveys and the resuling non-publication of wage
determinations. Regardless of the competency of individuals at the regional offices,
effective leadership from DC is an absolute necessity, especially during times of change,
which have characterized the last several years at WHD.

July 29, 2004 Final Report — Client Confidential Page 3
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Davis-Bacon Process Evaluation @ R AF 'gl McGraw-Hill Construction

Technology Must be Effectively Utilized:

Anticig P Y hi stil have not been realized from the
Automated Survey Data System (ASDS) and Wage Dstermination Generation Systam
(WDGS). Success today for those in the business of processing information depends
on realizing greater efficiency through the use of technology. Stagnation and failure
result whenever this dees not happen. Despite multiple years in development and
partially due to its concusrent implementation, until more recently ASDS has proven to
be more of an inhibitor than & booster to productivity gains.

There is no current linkage betwaen ASDS and WDGS, making it impossible to truly, NJ)
assess the offectivensss of WDGS.  Furhermore; this preciudes any wage| .~/
determinations from being issusd through the systems that are presently in place. B!
preventing the DOL from generating updated wage determinations through these system
interfaces, hoped-for productivity gains have proven flusory.)

(‘l’o its detriment, not having a technology savvy leader at headquarters in DC has lsft the
DOL WHD beholden to its outside technology pastners.] It has also put an unfair burden
on these partners to interpret and set goals. Witheut ciear expectations having been set
by DC, the practice of the squeaky wheel getting eiled first or the “interesting” technology
iaking precedence is understandable, but has proven largely insffective and needs to be

P by an apprepriate technology impi ion plan by strong
leadership in DC. A leader in DOL WHD headquarters must be passionate in seeking
and listening to input from the regional offices regarding technology, but alsc havs the
technology know-how to discerm what is possible and to create an appropriate strategy
and implementation plan and schedule. Understanding information technology and how
best to uss it to drive enhanced productivity needs to become a WHD core compatency,
even if the technology platform itseif is provided through an outside pariner. Only when
this happens can the DOL meet its constituency needs by providing updated wage
determinations in keeping with Davis-Bacon regulations.

Metrics and Goals:

Having metrics and goals is necessary to succeed and satisfy customers or
constituencies, no matter the type of organization, whether private, not-for-profit, or
govemmental. Metrics enable an organization to.un what is working and what
is not. When properly established and monitored at the individual contributor, team or
group level, performance against meaningful metrics snables management to better
identify and reinforce “best practices” and to take corrective actions when necessary.
Without agreed upon benchmarks to be evaluated against, people, managers and
organizations are at a severe disadvantage. Fer the most part, this is the situation
existing at the five regional WHD offices. The primary culprit again is the lack of strong
leadership from Washington DC.

Whether it is the Total Quality Management (TQM) approach having been suocessfully, -
implemented by firms such as 3-M, Ford, and Malorola, the Six-Sigma program used Ay
throughout General Electric, or the quality management principles of 150 9000, all of |\ b jw
these methods advocate the importance of establishing metrics. To be effective, metrics |\ ** ¥ «
and goals must be realistic and fair, based on objective interpretation of the relevant e

facts. No such measures exist within the Davis Bacon wage survey framework. '

A
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- Process Mapping:

No major process disconnects uncovered. There was a twofold purpose to
conducting an in-depth analysis and documentation of #he current Davis-Bacon
survey and ination p and operations perk by the DOL WHD. The
first was to identify potential disconnects, filaws or opportunities for improvement in the
process itself. The second was to uncover any non-direct process related reasons for
why wage determinations are not being issued in a timely manner.

The most significant observation identified in our process mapping effort was the totally
different approach taken by the Bureau of the Gensus: iy Jafferson, IN versus the one
employed by the DOL WHD. The Census operatisns invalved in the DOL Davis-Bacon
wage ¢ i ) p are well aged and ly well i. They
efficiently handte all outbound and inbound WB-10 survey:work. The printing process is
largely automated, yet t6 accommodate a variety of diffesent sized package enclosures
the assembly of the final mallings require manus! efiort. BGensus has systematicafty and
carefully analyzed al of the DOL WHD activities. Messures. and metrics are religiously
kept. Census believes changes can be made in the mailing piecas to more fully
automats their handling and thus drive down costs threugh realized sfficiencies.

atso feel the forms’ visual appesal can be enhanced for the bensfit of the Davis-Bacon
wage determination constituents who fill them out. Consistent with comments from
many individuals at the WHD regional offices, G beli the direction and
feedback they receive from DOL WHD headquarters staff in DC is poor.

Key Recommendations:

¢ Hire a DOL WHD leader with a strong understanding of today's existing
information technology and is capabilities. This person should have a proven
track record of successfully impl ing & TQM app h or
create an information solution that entails the gathering, electronic processing,
and analysis of data. This individual should also have demonstrated experience
in team building a geographicaily dispersed organization. In addition, an
individual who has managed outside contractors on a system-wide re-
engineering project would be a real asset.

¢ Seriously evaluate the option of dismissing SID. The ASDS and WDGS
information technology stil does not function appropriately, after years in
development. There is no acceptable reason for the poor ASDS response time
that exists and which continues to hamper the productivity of the WHD analysts,
given today’s systems technology capabilities. There is also no justifisble excuse
for why the linkage between ASDS and WDGS has not been made. The scope
of the data processing required for the Davis-Bacon wage -dsterminations is
relatively straightforward. Many companies with programming and systems
expertise could readily step in end do a much better job than SID. The
xperience and K ge SID | due o their years of involvement in
ASDS and WDGS, does not offsst the benefits 1o be realized by bringing in a
more competent software and information knowledge management partner.
While SID the company has' been involved for only the past couple of years,
many of the key individuals at SID are the same people who have been involved
throughout the Davis Bacon technology re-engineering.

July 29, 2004 Final Report — Client Confidential Page 5



S SRR ESRRORRARREAREERERRRREEERER: .

67

DR/

Davis-Bacon Process Evaluation McGraw-Hill Construction

T
B

+ Establish metrics and goals. The development of some initial metrics and
measurements of throughput has been recently piloted. Whiie input from esch
regional office and from the individual WHD analysts to sst fair and realistic
metrics is absolutely required, ultimate responsibility for their creation should rest
with DOL WHD headquarters staff in DC.

+ Improve communications with constituencies. Union coniractors know the
bensfits to them of responding to the WD-10 surveys and are conscientious
about compliance. In fact, the unions themselves, in many cases, step in to
assist. Messaging to open shop contactors must be enhancsd, so they
understand the realities of the Davis-Bacon wage determinations and the
consequent benefits to them of filling out and retuming the WD-10 forms.
Changes to the Davis-Bacon regulations to prevent compatitors from finding out
the wages being paicl by open shop contractors on specific jobs, via the freedom
of information act, would greatly alleviate a major reason for open shop
contractors’ unwillingness to return WD-10 forms.

¢ Redesign WD-10 forms and mailing documents with direct input from the Bureau
of the Census national processing center in Jefferson, IN.

¢ Many other recommendations are listed in the expanded recommendations
section, which follows. .
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General Background:

Congress tasks the Wage and Hour Division (WHD), U.S. Department of Labor, with
issuing wage determinations on an on-going basis legisiated by the Davis-Bacon Act
(DBA) and its attendant regulations. Due 1o recent OIG and GAQ audite, efforts have
been made to enhance and update the current wage survey and determination methods
with the expectation that this would improve the timeliness and quality of wage
determinations. Equally important, the DBA wage ¢ ination p is ¢ ity
undergoing the Office of Management and Budget's (OMB) Program Assessment Rating
Tool (PART) review.

Study Purpose and Scope:

The purpose of this evaluation is to conduct an in-depth evaluation of the current Davis-
Bacon Wage survey and determination process.

= Evaluate the recent steps taken by the Department of.Labor, Wage and Hour
Division, to improve the timsliness and quality of wage determinations specified
by the Davis Bacon Act and concormitant regulations.

= Determine whether the improvements have produced more accurate and timely
prevailing wage determinati

= Identify potential opportunities for further improvements to the data coliection,
survey analysis, and final wage determination processes in support of more
accurate and timely wage determinations.

= Assist WHD in its response to Section IV of the PART review that inquires about
independent evaluations of this program.

= Develop a graphical flow chart of the DBA wage survey process.

% Best Practicas

= Metrics established in the San Franeisco and Dallas regional offices to aid in
determination of workilows and time required to complete a survey. This
provided management with minimal metric data needed to pian for the time and
resources needed to complete a survey.

= Pre-survey briefings employed in Dallas and Chicago to encourage participation
in statewide surveys. Mestings were held with major industry associations and
trade unions with the objective of improving response rates and overall quality of
the survey responses.

" Use of the Gensus National Processing Center in Jeffersonville, IN, has greatly

improved the coliection process by providing a well-orgenized methodology for
outgoing mail and for the digitization {scanning) of survey results.
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4 Procedurel and Technology Obstscles:

= To date, the ASDS and WDGS platiorms do not have connectivity. . No technical
options currently exist for transferring data between them, thus stalling issuance
of any determinations for which field survey work has already been compieted for
some time. Manual transfer is so cumbersome that apparently that is not an
effective option either.

= There is a strong need for training programs at all levels of personnel involved in
the DBA survey and dstermination process. Formal training programs and
materials are required for both the technelogi P of the process and for
the survey process itself.

* Internal communication on technology issues, survey schedules, policies and
procedures needs improvement. Extsmal communication with staksholders is
week in many areas; improvement could greatly aid in regularly reporting the
return rate of surveys and the quality of the data received.

% Program Management:

» There is a need for strong leadership from WHD headquarters. There are
several individuals managing parts of the survey and determination process and
the methodological and technological efferts. An individual with a more holistic
view of the entire DBA process is needed to give the overall program improved
vision and guidance.

= Regional offices are looking for direction on all aspscts of the survey process.
There is too much “passing of the buck” back 1o the regional offices from DC,
which results in a lack of consistency in process and application at the regional
office level. .

= Metrics need to be developed for aimost all aspects of the program. Field
management of the survey process will be greatly improved with simple metrics
such as the number of WD-10 forms process per day, per analyst. Managers wilt
be able to establish minimum work output: requirements that are consistent with
the completion date for ide survéys. Adeq staffing in the regional
offices is an issue, but without metries, no definitive conclusion can be reached.
It is our understanding that WHD management is now addressing this issue and
that metrics to measure overall throughput will be in place later this year.

= If performance metrics are developed utilizing the current system {which is under
performing), any benchmarks on project throughput volumes should account for
this current situation and be careful not to.set goals that are artificiaily low.

= There is a strong need across the program for more technological sawvy;

particularly as to what technology can and can not do to improve the DBA survey
and determination process.
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4 Unexpected Practices and Delay Poinis:

Dodge Reports are used as the primary source for identifying. contractors to
which the WD-10 survey forms are mailed. Specific Dodge Repart data Is
selected utilizing a model at the University of Tennessee (CIRPC) that
determings which construction projects in a given state fall within the defined
parameters of a survey. A listing of Dodge Report numbers is sent to McGraw-
Hill Construction and full detail Dodge Reports are retumed to CIRPC in
electronic format. The selection criteril in the model need to be examined and
updated to ensure that data being sent to ASDS does not include unneeded
projects or exclude projects which should be used in the survey. This is
particularty true for residential projects.

Partly due to the Jack of metrics and technological savvy, changes have been
made without a thorough understanding of the full impact and conssquences of
the change.

The lack of meaningful metrics makes it almost impassible to project survey
completion times and the required needed to a survey within
the ti ished by manag

Communications between CIRPC and the regional offices; between Dodge and
CIRPC, between the regional offices and DC; between DC and the software
consufiants; between Census and WHD, need streamlining so that all
Pparticipants in the survey process are aware of how their role fits into the overall
process.

Several statewide surveys have been completed and are in the process of having
determinations developed. Since WDGS is not yet connected to ASDS, this is a
tabor-intensive effort in DC that has precluded the issuance of even the first
statewide determination.

Lack of strong overall program leadership resuits in a reactive approach to
problems and issues as they-arise. This more reactive approach, rather than a
proactive approach, is detrimental to the long-term goals of WHD and often
results in band-eids being applied to resolve an issue that remains as a long-term
impediment.

+ Other:

For statewide surveys, limited analysis is done regarding what to expect as to
response rates, survey volumes, system capacity requirements, human resource
nesds and rates of throughput. The statewide approach should have been
piloted in parallel with MSA approach to be sure that there was a successful
working model in place before rolling it out on a national basis.
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= More resi projects are required to improve the survey responses for these
building cf that include ap and houses. Limited residentiai data is
provided for entry into ASDS. zﬁievising the model parameters can change this
situation I

. Utmznng the statsw:da survey approach it may become necessary fo aiter the
time frames covered by the survey in order to control volume and to ensure that
there are sufficient projects in both rural and metro areas to yield a satisfactory
survey resuit. it is recommended that a six month time frame be consideréd for
metro areas within a state, and that twelve months of data be used for rural areas
(non-MSA), depending on the volume of construction cmmrsd in the respective
time frames

= Historically, and ongoing, there is a low participation rate among non-union
cor are varied: too much time required to
complete tha survay fotms, oonosm that confidential wage data that can provide
the company with a competitive edge would be made public; don't build federal
projects, etc. Short of making survey response mandatory, it Is recommended
that a more formal and effective outreach program be inftiated to improve this
sector's participation rate in the wage surveys.

= The new ASDS approach provides for propegaticn of statewide rates into all
“similar” counties across a specific state. This may create an incentive for
broader participation among non-union and union contractors.

« xisting databases of wage data from private providers, such as Marshall &

' Swift, are not viable options to the WHD wage survey process. Data collected by
these private companies tends to be heavily weighted to the CBA wages
applicable to local areas as union hiring halls and CBA's are their primary inputs.
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Technology Background:

Technology improvements have been a primary focus of the Davis Bacon reengineering
initiative. Both GAO and OIG reporis have cited the roie that technoiogical advances
could play in improving process flow and quality control throughout the Davis Bacon
prevailing wage process. Furthermore, technological imp it could provide more
convenient access to the wage determination process through online survey
administration.

Two key technological advances were identified that would enhance the quality of the
occupational prevailing wage data, improve the system capacity 1o aliow more frequent
review of all Davis Bacon wage rates and at the same time open the process up to a
broader audience.

Knowledge Management

It was recognized that systematic rule-based review of incoming wage survey data could
provide a rigorous, and automated analysis in order to validate the survey responses as
well as highlight potential inconsistencies. “Expert systems could be developed that
would automatically review survey data to detect potential problems needing additional
review or verification.” The existing tools and applications used throughout the wage
survey process relied entirely on the scrutiny of the wage analysts to assess the validity
of incoming wage data. Additionally, many of the routine processes couid be performed
systematically, thereby substantially reducing the time spent by wage analysts in both
survey preparation and review. To achieve this, a tool has been integrated into'the
survey processing application.

Electronic Data Processing: Scanning/Imaging and Online Submission:

Electronic data processing capabilities were identified in order to relieve the wage
analysis from the data entry process and likewise reduce the potential for error in the
survey data. As a result, document scanning and imaging capabilities have been
evaluated and introduced to the data collection and processing system. Additionally, to
take advantage of internet technology, an online WD-10 form has been created and
pubtished on the world-wide-web,  °
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System Components:

The Davis Bacon reengineering has set out to improve and enhance two existing
computer systems: Automated Survey Data System (ASDS) and Wage Determination
Generation System (WDGS). These systems are described bslow.

ASDS is the tool used to administer all facets of any individual Davis Bacon wage
survey, and additionally to manage muitiple simultanecus wage surveys. It is intended
to manage the entire survey process, including:

= Survey preprocessing
o Scheduling a survey
o Requesting necessary source data
o Cleaning and preparing a sample for mailing
o Transmitting request for survey mail-out

= Printing and mailing the survey

= Handling data entry from muitiple sources
o Scanned images of standard/non-standard survey responses
o Web submissions
o Manual keyed data

= Survey post-processing
o Validating survey responses and highlighting potential erroneous data
o Categorizing and segmenting survey responses
o Aggregating and calculating proposed wage determinations
o Feeding survey resulis to WDGS

The above steps are outlined below.

Survey Pre-processing:
{process diagram steps 1-17}

Survey pre-progessing inchides identifying the geographic scope, ion type and
time period of a survey, setting schedules/dates, requesting and preparing Dodge input,
then eventually requesting and mailing an assortment of announcements and survey
packages. ASDS includes each of these features.

A wage specialist can create, schedule, and launch a new survey instance within ASDS
triggering a request for relevant Dodge project information through analysis performed at
CIRPC.  Although straightforward, the process of requesting, compiiing, transmitting,
loading and validating the relevant project information for a survey can cause significant
delay, postponing actual survey preparation. Current delays of severai weeks should be
shortened to 2 to 3 days.

Once the sample population of project information is available, the regional wage
analysts begin verification of the project and contact information. At this time duplicate
project and contact i ion is resoived. acoordingly, and addresses are reviewed for
completeness. A ufility nicknamed RoboAnalyst has introduced an “expert-system”
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component o this phase of the survey pre-processing function. The tool, although
continually evolving, assists the wage analysts in the verification of project and contact
information by identifying ial duplication and proposing resolution. While initial
review found that RoboAnalyst recommendations were often poor and the process was
overly time-consuming, subsequent upgrades have significantly improved functionality.

Upon completion of the pre-processing phase, & set of files is generated. SID transmits
five elecironic source files to the print-center, which then processes these files and
returns to DOL. for verification. Following verification, aii letters and forms will bs printed,
assembled into envelopes, addressed and mailed. Cusrently, this hand-off between
SID/DOL and the print-center appears to cause unnecessary delay.

Printing and Mailin N

[process diagram steps 17-24]

Al of the Davis Bacon printing i have bean 5 1o the Dep of
Census operation in Jsffersonville, IN. The files that are received in the Census print-
ocenter are loaded into a database file that controls the printing and assembly of the
survey packages. Several package types aro created that include a variety of
enclosures. ANl of the printing is done on-site in Jeffersonville, including the fomms,
ietters, instructions, and annour The k are add i, sorted and
shipped on pallets for mailing. The printing process is largely automated, howaver, with
the many different number and various sized package enclosures, the assembly of the
final packages invelves more manual effort. Census staff offered recommended
changes that would allow more autemated assembly, and potentially reduced cost to
Dol

The entire process is very sfficiently run within the Jeffersonville facility. Census
appears to have sufficient capacity to handle any volume of printing and mailing that
could be generated in the Davis Bacon wage survey process. They did express concemn
regarding poor scheduling by DOL, as well as with inconsistency in the process flow.
Furthermore, they were not comfortable with the feedback and guidance that they have
been receiving recently, but admitted that their communication level may develop with
the new DOL staff inators in Census staif offered soveral
suggestions to improve visual appeal of survey mailings, as well as recommended ways
to reduce the cost to DOL. The Census print center is a very efficient and well run
operation.

Inbound Survey Processing:

4 Inbound Mail Survey Submission
fprocess diagram steps 26-52]

The Census facility in Jeffersonville not only handles all outbound Davis Bacon wage
survey maitings, but also manages all inbound survey mail correspendence. Incoming
wage surveys are put through a rigorous review and data collection progess that
involves:

= Categorizing and tagging every individual envelope and all enclosures with a
barcode label
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= Scanning all of the enclosures (including the return envslopes) to generate
slectronic images

= Collecting the survey responses through character recognition technology

* Validating the character recognition with manual key-from-image data entry

= Evaluating and documenting any discrepancies between i
recognition data and manually enterad date

:Every piece of inbound mall is characterized as a baich. Each pisce within a batch,
including envelopes and all enclosures, is tagged with a unique barcode label, which
identifies its batch number and type. Every ite¥ivis scanned and the resulting imagery is
transmitted to DOL 0 be accesssd through ASDS. Any Davis Becon WD-10 or
sub fom is p 1 el ically' with optical character recognition (OCR)
software io ‘read” the sumney responses. Mérnsgl keyed data entry is performed for
verification on one hundred.percent of these foims. Discrepancies between the OCR
data and the key-from-image (KFi) data gha adjudication process.

i are maintained to track all discrep Analysis of these st could be
used to identify potential problems with the stwvey form. -Because imaging and OCR
processing hes only been used in the most recent wage surveys, there is no way io
assess the accuracy of this p How , the p is very thorough and should
result in high quelity data entry and validation. Furthermore, the resuling document
imagery that is generated and accessible in ASDS will allow DOL wage analyst to further
verify or clarify. the wage survey inf ion that has beencolk

Again, this preeess Is veny effisiently run by Cemsus. The staff is very technical and has

ive k ge and expertise in p ing.dhie work. Many of the tools, utilites
and analytical methods have besn developsdonsite specifically for the purpose of
electronic data caph The only R by Census was that significant
time had passed since the inifial pilot and that any wrinkies would need to be worked out.
as the program rolled out-on a larger scale.

% Oniine Survey Submission
[process steps 28-27]

Ari online version of the WD-10 survey form has besn posted 1o atlow for imernet data
collection. This feliows the general focus on the use of technology to both improve and
streamiine the wage survey process through the use of technology. Although new, use
of the onfine form has been substantial. While there wers some initial troubles with
online submissions itis. expected that the use of these forms will increase and eventually
provide a consistent data collection instrument that eliminates any data entry by DOL
siaff.  Oniine submission: 6f survey data rit:-‘enly increases sosuracy of WD-10

braissi but also ility-to the Davis Bacon wage determination

process

4 Manual Keyed Submission

[precess step:53] L

ASDS allows wage analysts to manually create &hd data-enter survey data. Htems such

as ceriified payrolls mailed to DOL may providle relevart wage survey input. This
information may be entered directly through the ﬁSDS interface.
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Survey Post-Processing:
[process diagram steps 53-87]

Survey post-processing is crucial to the generation of consistent and accurate wage
determinations. Survey post-processing is a very time consuming task that involves
substantial involvement by the wage analysts. Again, technological advances have
been in order to line and improve this step In the wage determination
process. .

With the inclusion of the survey imaging provided in the Census process, ASDS should
consolidate alt of the information necessary for the wage analyst to work with the WD-10
wage survey data, thereby greatly reducing the need for paper filing and increasing
productivity. However, presently the regional offices face substantial issues with system
response time in this process. Delays of several minutes at a time are commonplaice.
Due to the poor system response time, wage analysts are forced thoroughly review, and
often print, all material prior to making any telephone calls to validate survey data. This
added preparation, combined with the system delay reduces analyst productivity.

Validating and Segmenting Survey Data:

{process steps 53-69]

Wage analysts must interpret and make numerous judgments about the validity of
incoming wage survey data. The RoboAnalyst utlity that Is used survey preparation aiso
provides an increased level of rules-based decision making to assist the DOL wage
analysts is reviewing and validating the WD-10 wage survey data. This includes rule-of-
thumb validation and variance testing of wage and fringe data, assistance with craft and
area practice clarification, as well as evaluation of the survey sample for potential
duplication. Again, as RoboAnalyst continues o evolve with the feedback of the DOL
wage analysis, survey consistency and validation will continue to improve.

improvements with the workflow defined by ASDS in this phase of the process could
provide additional gains in productivity and ease-of-use for the wage analysts. Further
effort should be made to wark with the end-users to outline this work flow in order 1o
enhance the ASDS appfication so that it more effeciively walks the wage analysts
through the process.

Agaregation/Caiculation:
[process diagram steps 70-77]

Foliowing the validation, clarification and area practice resolution of the survey, all of the
wage survey data is aggregated and caloulation is performed, resulting in a set of
recommended wage dsterminations. Throughout the duration of McGraw-Hill's
documentation of the wage survey process, and as a result of behavior identified in our
mestings, the specifications of the survey aggregationicalculation process have
fundamentally changed. This has lead to a rsenglmermg of the ASDS aggregate
processing feature. When finished this module will gliow regional offices to selectively
combine gecgraphies to yield more desirable wage d inations. Furthermore, only
selected key crafis will be allowed fo propagste info these aggregate geographies.
Completed aggregate processing results in the calculated wage determination to be
transferred to WDGS, reviewed by the national office and published by DOL.
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WDGS is a tool that is primarily used to administer the wage determinations that result
from the wage survay analysis completed in ASDS. WDGS is intended to allow DOL to
maintain current wages ished under coliective b ining agreements {CBA)
where analysis has indicated CBA fo be the prevailing wage. WDGS ssrves as the
repository for the current public Davis Bacon prevailing wage data.

Currently there is no linkage betwsen ASDS and WDGS. Without any information
passing between these systems there is no way 1o assess the effectiveness of WDGS.
Additionally, this lack of connectivity ieaves DOL unable to generate updated wage
determinations through these system interfacas. ¥

ASDS and WDGS General Findings:
4 Speed/Throughput

System spead and throughput was the most consistent complaint of the regional staff.
Long delays and slow processing greatly diminishes the wage analyst’s ability to process
reasonable volume of wage survey data. Additionally, it is unclear the exact capacity
that the ASDS systern will be able to handie. The volume of data in each of the surveys
that was reviewed does not seem to be sufficiently large to justify the slow response
time. Although some of the issues with speed may be dus to communication with the
centralized database server, the system is even sluggish in the application developer's
office. Whether bandwidth needs to be increased, or the underlying system architecture
needs to be streamlined, system performance must be improved to increase wage
analyst productivity.

4 End-User Work Flow

Functionally, ASDS appears to achieve most of the individual requirements outlined in
the functional specifications documents. However, while general survey sieps are
outlined in ASDS menus that may be sufficient for broader survey administration, the
sysiem does not clearly lead the primary end-users (wage analysts) through the survey
process. Increased focus on work-flow would not only help to dsfine recommended
practices, but would help to standurdize and enforce procedures across all of the
regional offices. Currently the field staff is independently developing many of the
routines and techniques for using the ASDS system. Consistent standards and best
practices in system usage have not been established. :

¢ System Process Fiow

There are several points throughout the administration of a wage survey where
information or processing is handed-off between systems. These hand-offs are
generating unnecessary, and often significant delays. Due 1o frequent modifications in
the survey process and underlying systern changes, thers is litte consistency in the
structure of these transitions. Furthermore, long delays between surveys and lack of
well-defined methods result in constant retraining and contribute to the delays.

4 Metrics/Program Management
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ASDS currently featurss minimal management reporting capability. Regional managers
are not able io analyze the productivity of their staff, or even assess their pending
workload.  Meaningful measurement of the survey process could help to identify
inefficiencies, as well as efficiencies in both system and manuat processes. Without
appropriate metrics the capacity of the system and adequacy of current staffing levels
cannot be determined.

¢ Training

DOL fieid staff has received past training in the use of the new survey collection system
(ASDS), however, there has bsen continued development and modification that has nat
been fully communicated to the regionai offices. Programming staff has continually
received feedback from the end-users and responded with numerous system changes
and enhancements. These changes do not seem to be consistently and thoroughly
communicated back to alf of the regional users, Field staff has requested increased
communication and advocated the use of news-groups and other forums to share and
discuss issues. [

4 System implementation

The Davis Bacon wage survey system (ASDS and WDGS) is incomplete. It is too early
to fully assess the impact of these tools on the productivity and accuracy of the wage
survey process. Clearly several technological advances have been implemented, such
as RoboAnalyst and availability of an onfine WD-10 form. However, the lack of
ASDSMWDGS connectivity, remaining systern bugs and slow response times have left
DOL unable to produce any results within the current system environment. Furthermore,
progress in completing these applications has been slow. Much of the current work by
the system developers involves supporting the active user community, thersby diverting
the development effort away from completing the core system.  Additionally,
development of “bells-and-whisties” such as, telephony and graphical maps have
distracted from concentration on the core requirements.
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Process Mapping:
(This section of the final report is cross ref { to step bers on the

diagram beginning on page 25. The notations in square brackets denote the
corresponding step number on the diagram.)

This process review was based on in-person sessien with each of the five WHD ragional
offices, the DC central operation, SID - the technulegy consultant rewriting the WHD's
software platform, and the Bureau of Census operafion in Jefiersonville, IN. As this
study was undenway it became apparent that the prooess is itseif simultanesusly being
redesigned. The review here is focused on the process as it is designed and intended to
work, though there are some components that have net yet been implemented.

Getting started:

+ The wage determination process starts with the selection of the geography and
construction types tobe surveyed. With the recent mibve to full-state determinations, this
now almost always covers a specific state and all construction types, though exceptions
do exist. The regional manager contacts Construction Industry Research and Policy
Center (CIAPC) at the University of Tennessee and équests from them a report on the
number of construction projeets that fall Into the Hiteframe of the study. The goat is to
include projects, which would have had peak coridWtiction empiloyment during the time
the study covers, usually during the iast year. @IFIPC maintains a database of the
Dodge statistical data records that capture the project at the time construction was
awarded. To these project records CIRPC appl i i

which estimates when a project is well into the buildisg process. {1-9)

2 4 2 B AN EBEESESEAENNS

+ If the volume of projects reported back is deemed to be too high or too low, the
window of time from which projects will be selecteitis shortened or lengthened until the
resulting project fist is deemed to be manageable &rd sufficient in size for a successiul
wage determination. There do not appear to be épesific metrics as to what this ideal
size might be. {10-11] -

4 Data for single-family housing projects are handled separately from ail other projects
as they are not included as individual records i #i8 Podge statistical database, but are
avéildble via an historichl database of Dodge ¥poris.  Additionally, construction
prajects reported outfor bid by an owner for just a-#ifle trade or two trades are also not
included in the process. This includes projects ranging from reroofing a structure to
replacing a heating system that are not part of a larger building atteration.

+ The list of projects is then sent to Dodge for retrieval of the full detail on the project

reports (Dodge Reports), which includes the prsject size, type, location, and key

“players” invelved in the work - general contractors, any known subcontractors,

construction managers, owner, engineers, architect - along with other details regarding
- the project scope.[12]

# The expanded project report inf ion, in fielded ek ic format, is then sent to
the Section Chief in DC for review. This is to simpiy ascertain that the correct state and
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project types are in the file returned. The file is then forwarded to SID and ioadsd into
the ASDS programs for DOL. [13-14]

Davis-Bacon Process Evaluation McGraw-Hili Construction

¢ Once the projects and associated players are loaded into ASDS the regional office
wage analysts conduct a screening of the daia to eliminate any project duplication,
resoive any cases where a particular piayer appears in mulliple ways, and generally
review the data for questions or incongruities that should be resolved before the surveys
are mailed. Oncs this is completed SID is notified to extract the data and forward the file
to the Bureau of Census National Processing Center (NPC) to generate letters and WD-
10 forms. [15-17}

= After the data files are released 1o the Bureau of Census NPC, the mailing of suveys
and related notices begins. Each genaral contractor is sent a letter along with the
survey WD-10 forms pre-printed with the key information on sach project with which they
were associated in the Dodge Reporis. They are aiso provided a set of blank {not-
preprinted) WD-10 forms for reporting on other projects they worked on in the requested
time framed but which were not reported on in the Dodge Reports selected for the
survey.[18-22]

¢ Interested third parties, such as congressional offices, labor unions (both national
and local offices), trade asscciations, and any others who have requested rotice are
also sent a leiter notifying them that a wage determination survey is about to be
conducted in that particular state (or relevant geographic area). (24]

¢ At this tme some regional offices begin conducting pre-survey briefings for
contractors, and other i d parties, in their state. The purpose of these sessions is
primarily to explain how to compiete the WD-10 forms, the rules regarding what should
be reported and can be included, and answer questions from the contractors regarding
the process. This covers topics such as the meaning of peak week for reporting workers
and hours worked, how many workers in & trad¥ are required on a project during peak
week to make it eligible for inclusion in the final wage determination, how 1o record area
practice definitions, the size of a project that can bie reported (anything over $2000), etc.
[23]

The labor organizations also frequently conduct their own independent sessions for their
members to encourage participation and supply iiformation on how they willican provide
assistance in filing the WD-10 forms on behalf of contractors in their organization.
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Survey is underway:

+ Once a wage determination survey is announced and underway, there are several
ways in which the wage data is actually submitted. The mailed retums are all directed to
the Census facility in Jeffersonville, indiana. The methods of submittal are:

= WD-10 preprinted version is completed and returned via meil

= WD-10 blank version is completed and retumned via mait

* An electronic WD-10 is submitted via the DOL website. Web submittals go
directly to ASDS

= A non-standard paper WD-10 “proxy” form is sent via mail

= Coertified payroll records from federal agencles

(Volumes submitted via each of these methods was not available) {page 2a — Census
Operations]

¢ In many cases the WD-10s sent 10 a general contractor will be returned with the
requested subcontractors information having worked on spacific projects. Depending on
the method of submittal , these names are either sntered by Census into the ASDS or
sent to the regional office for data entry, and another round of letters and WD-10 forms
are sent out to these newly identified subcontractors.[page 2a; 25,-28,33-57]

¢ Subsequent mailings attempting to elicit responses from non-responding contractors
can be mailed out at the request of the regional office. {29,30,31]

¢ As paper responses are received by Census, each form is digitally imaged and also
processed through optical character recognition (ocr) sofiware that attempts to “read”
each character on the form and store it in the proper field in the underlying database.
The data recorded and the actual image-are linked and stored in the ASDS for review by
the analysts. At this stage, a Census staffer also manually enters the form and that
human interpretation of the data is compared to the purely ocr-based version end then
cross verified as much as possible. It is hoped that once a measure of the aocuracy
level of the ocr-generated data is known with a high-level of confidence, that the manual
entry wili be done on a statistically random basis to serve as a quality benchmark, rather
than having 100% of the projects handied this way. The goal woukd be to minimize the
time and expense due to the manual shiry.[37-62]

Survey responses on pre-printed WD-10s have a code associated with each one that
identifies it uniquely. The code cormbines information on the project and the contractor
responsible for the reported work and wages. .

Any other responses do not have this uhique identifier and require additional work once
the data is entered into ASDS.

+ Non-standard WD-10 forms cannot be handled via ocr processing as the software
cannot discern which data to record in which fieids in the underlying database, although
they are scanned and their images loadéd into ASDS. Therefore anything submitted on
a non-standard form must be manuaily keyed into ASDS. {37-35,52]
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¢ Once the survey responses are entered into ASDS the regional analysts can begin
their work with the data. A main component of this process is determining which
submissions are duplicates. Because of the lack of an identification system from the
voluntary submission from alt of the various sources and methods of submittal, the
analysts must review all retumed surveys to ensure that each contractor/project wage
survey is only represented once in the analysis. This process of identifying potential
duplication and resolving duplication is an important step as well as a time-consuming
one. ASDS, via the RoboAnalyst feature, provides some tools to assist in the contractor
de-duplication process.{53-55]

¢ There are other issues that the analysts must aiso resolve in the data clarification
and verification processes, which can alsc be flagged for the analyst's attention by the
RoboAnalyst software. These include:

= Conflicting WD-10 infermation .

= Project type assignment by the contractor conflicting with the description of work
= Missing/ incomplete data

s Area practice definitions of work performed

= implausible wage levels

If data on a WD-10 has any of these issues, & must be clarified, and if it cannot be
clarified it is omitted from the final wage analysis. If the information was submitted by a
third party, such as a labor union (who typically have deteiled records on their mambers
work for purposes of administering their pension plans), the verification of the response
should be made with the contractor reported, not the entity which submitted the
information on the contractor’s behalf. [58-68]

in cases where a WD-10 can be tracked back to an original Dodge Repont, review of the
details in the report can resoive ions regarding the category of work
done. .

¢ The issue requiring the most consideration by the wage analysts is the resolution of
area practices. In any area whers collective bargaining agreements ere the prevailing
method of contracting, the issue is more easily addressed as the local unions can
provide clarification in many cases. In cases where 51% or more of the work reported in
the surveys is submitted with an Identical wage rate (to the exact-cent) for a particular
trade, that rate is determined to be the prevalling wage, as long as there were at least 2
contractors and 3 workers paid that wage. Other submissions for the same trade at other
rates are not considered in the final wage determination.

However, even in cases where unions are prevalent, discrepancies may still exist
between unions as to exactly what work one jurisdiction covers versus another. in cases
where there is not a single identffied prevailing wage, a weighted ge of the
submitted wages for that frade is deemned the prevailing wage.
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¢ Resolution of area practice definitions can be quite time-consuming, perhaps
comprising the single most difficult aspect of the process. No clear guidelines were
apparent during our review on how to make consistent judgments in these situations,
which affect the entire outcome of the wage determination process. While this
component of the process will always require extensive human judgment, there is much
room for assistance in helping the regicnal analysts handle this component of the
process.

¢ Once the regional analysts have completed their analysis in ASDS the system
creates a wage determination based in the data compiled. At this point the information
nesded to complete the ¢ ination is d to the WDGS (Wage Determination
Generating System) where it is accessed by the DC staff for review. The link between
the ASDS and WDGS system is not yet working. [68-77]

+ From the data compiled, a sample of high-impact firms are selected for audits to
verify the of the data submitied on their WD-10s. The CPA fim of Harper,
Rains, Stokes and Knight has been contracted with by DOL to_perform onsite audits of
payroll records. Cooperation to permit their audit is voluntary on the part of the
contractor. Any data that is found to be incorrect during the audit is changed in the
ASDS system and the wage dstermination must be recalculated. {78-80]

¢ Once the DC staff accepts the proposed dsf instion from the regi office, the
final wage determination is printed in the Federal Register and released on various
govemment  websites, the Department of Labors web sie -
www.dol.qov/esa/programs/dbra/results.him, the interagency wage dsterminations on-
line site - www.wdol.qov, and the GPO'’s site www.siccess.qpo.qovidavishacon/ . [81-85]

¢ For trades and localities determined to have been under collective bargaining
agreements {CBAs), the schedule of CBA p ined rate ir is recorded so
that, at the time of the next increass, the union is dontacted for the new rates, which are
then incorporated into an updated wage determination. is8]

For non-CBA tradesflocsiities, no automatic wage ‘adjustments are made. These rates
will remain the same until the next wage de!emﬂii{n‘ﬁen for that area is undertaken and
published, or the minimum wage changes to exceéd#he lowest prevailing wage
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Recommendations:

1)

2)

3]

4)

5)

Hire an individual to manage the overall WHD Davis Bacon wage survey program.
This individual needs to be a strong leader with proven technology project
management experience. Repeated comments were made from within DOL, from

other agencies, and from cc rs that the appiication of gy needs o be
better understood by WHD personnel and needs to be smbraced in many aspects of
the op This individual should have ated experience in team building

& geographically dispersed organization. In addition, an individual who has managed
outside contractors on a system-wide re-engineering project would be a real asset.

Redesign WD-10 forms and mailing documents with direct input from the Bureau of
the Census National Processing Center. Cost savings can be realized with a
redesign and simplification of the format can result in an improvement in usable
response. The OMB form certification expires in Febmuary 2005, so now is an ideal
time to start working on the next version. Data requirements should be determined
up front, then presented to Census for them to design the form and concomitant
malling documents.

Focus on the “must-haves™ not the “nice to haves” in setting system priorities. Better
database cleanup (clarification) tools are needed arid an improved record 1D system
is & necessity. Hold off on items such as telaphony, color maps for propagation of
data views, etc. until the base system is in bstier working order. The primary
objective should be to significantly increase the system speed and response time to
improve the overall productivity of the field offices.

Better “transparéncy” is needed as to what is going en in the DBA survey and wage
d ination p This transp y must be communicated to internal staff
and stakeholders on a regular basis and in an effective manner. Currently,
scheduled-dates for various activities are regularly missed with lithe/no explanation.
As a result, these deadlines and published dates are no longer viewed as real within
WHD or by other agencies and stakeholders. Improved outreach campaigns and a
major effort to upgrade the WHD website, wilt both contribute to better information
flow and improved confidence from all sectors that improvements are being made.

Develop metrics for all aspects of the DBA wage detsrminations operations (after
initiat presentation of our findings in April, we have been advised that a pilot program
to develop metrics is underway).

a) Measure and monitor volumes of outgoing lstters and outbound WD-10’s and
develop frequency distribution patterns based on date mailed to aid in forecasting
work fiow at the regionat office level.

b) Measure and monitor incoming volumes of WD-10's and subcontractor forms by
source (union, non-union, intemet, mail, standard form vs. non-standard form,
etc.). :

c) Measure, monitor and track WD-10’s processed at the analyst and survey levels.
This will provide for tighter and more effective management of the survey
process and improve overall quality levels.
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6) ASDS documentation states that annual anticipated velumes would be 500,000 WD-
10 forms. This level of processing is inconsistent with the likely throughput capacity
of current actual analyst resources staffing.

7) Many third parly contributors (particularly trade unions) habitually submit iarge
quantities of WD-10's and subcontractor sheets on, or near, the very last day of the
survey submittal period. In order to maintain overall survey deadlines, this last
minute data is often accepted with little, or no, clarification. New policies and
processaes need to be developad to guard against this potentiality.

8) Too much emphasis is placed on small projects. While the DBA mandates that
projects of all value classes be surveyed, it is a statement of fact that the larger
projects have a greater impact on the final wage dstermination than do small and
medium sized projects. New policiess and procedures need development to
encourage early submittal of information on these large projects to ensure adequate
coverage in the selected survey area.

)

Investigate expanded use of mini-surveys to predetermine CBA areas that will not
require a full survey effort.

10) One and two family house data from Dodge is not currently being used for surveys.
Consider use and develop applicable policies and procedures to address this void.

11)A sense of urgency must be created at all lovels of management and sysiems
dévelopment. The current technology project is extremely costly and is providing
limited improvements to the ofd process. More importantly, it seems to be a seff-
perpetuating project, with little sense as to why it is urgently needed by the WHD
DBA field and headquarters staff.
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Process Diagram
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" Survey Staging/Scheduling
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Staging Process: Schedule m
Determination and Construction Project
Selection

jroviewed overy 3 your
Propose which [————1 oy of moe record

|mavey
survey |- reests o compteins

I T TSN T N R
i
i
H

stale?

and forwars to DOL

schedule - Rarely Survey Schedule, posts it
happens on website

July 29, 2004 Final Report - Client Confidential Page 26




S8 & 4 & 2 -

Davis-Bacon Process Evaluation McGraw-Hill Construction

Preliminary Data Review and Survey Briefin
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Receipt of Compieted Surve

DOL Davis-Bacon Survey Methodology mglu-.
WD-10 Receipt Process

2 28 k3
‘submitted on the Paper WL-10s are.
Papar WE-10sur “/ ‘ac rssp::gs to

et matcatly
| "Tum:ﬁam Cansus requ
L
%7 X ™
>
rexquest (RO
opiien)?

2
Data for this project nol
included for this

July 29, 2004 Final Report — Client Confidential Page 29



91

DRAFT

Davis-Bacon Process Evaluation McGraw-Hill Construction
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Data Entry — Analysis and Verification
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Calculation of Prevailing Wage
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Audit/Approval/Publication of Wages
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Process Diagram — Glossary of Terms
DOL Davis-Bacon Surve
on Survey CONGTRTETION

Glossary

ASDS - Automated Survey Determination System

CBA- Collective Bargaining Agreement

CIRPC - Construction Industry Research and Policy Centar
DR- Dodge Report

MHC - McGraw-Hiil Construction

MSA - Metropolitan Statistical Area

NO- Dept. of Labor National Office in Washington, DC
NPC - Bureau of Census National Processing Center
RO- Dept. of Labor Regional Offices

WDGS - Wage Determination Generstion Systerr
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[Additional submission of Mr. Eisenbrey follows:]
May 4, 2011.

Hon. TiMOTHY WALBERG, Chairman,
Subcommittee on Workforce Protections, U.S. House of Representatives, Washington,
DC 20515.

DEAR CHAIRMAN WALBERG: The Economic Policy Institute submits this supple-
mental statement to correct the hearing record and respond to serious errors in tes-
timony submitted by James Sherk of the Heritage Foundation. Dr. Sherk’s testi-
mony grossly misrepresents the relationship between wages paid under the Davis-
Bacon Act and what Dr. Sherk misleadingly calls “the market wage”—local con-
struction wage rates published by the Bureau of Labor Statistics in its Occupational
Employment Statistics (OES). In his written testimony, Dr. Sherk, a Senior Policy
Analyst in Labor Economics at the Heritage Foundation, claimed that Davis-Bacon
rates are generally set “well above market wages,” so high that they will increase
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the government’s construction costs by more than $10 billion this year.! As we will
show, this claim is false.

Dr. Sherk contends that, “The Wage and Hour Division uses unscientific methods
and unrepresentative data to estimate prevailing wages. Unsurprising, Davis-Bacon
rates typically bear little relation to actual prevailing wages. * * * Davis-Bacon
rates vary wildly from actual market pay.” 2

To support his contention, Dr. Sherk’s testimony includes a table which compares,
for selected cities and counties, the wage obtained from the OES with what Sherk
labels the “Davis-Bacon” rate. The “Davis-Bacon” rates in his table are usually con-
siderably different from the OES rate, and are more often above the OES rate than
below the OES rate.

In fact, there is no reason to expect the rates to be the same because they meas-
ure different things. The Davis-Bacon rates are segmented among four types of con-
struction and construction labor markets, they are collected from different geo-
graphic areas than the OES and at different times, and they typically collect infor-
mation on much more detailed occupational breakdowns than the OES. As currently
constructed, the OES is both significantly different and quite incapable of meeting
the statutory requirements that the Davis-Bacon surveys have been designed to
meet. The OES is not an appropriate benchmark for comparison and should not be
idealized as the true “market rate.”

In any event, the wild variation and the upward bias Dr. Sherk found in his
Davis-Bacon rates are the product of Sherk’s own invention and do not accurately
represent the relationship between either the “market rate” or the OES and wage
determinations under the Act. In truth, they are caricatures that result from misues
of the data: selecting only the Davis-Bacon rates for building construction while ex-
cluding the typically lower rates for residential construction, using different time pe-
riods for the Davis-Bacon and OES rates, and misunderstanding the difference be-
tween an occupational survey and a wage determination.

Failure to Include Residential Rates

To support his claim that Davis-Bacon rates are generally too high, Sherk reports
an hourly Davis-Bacon rate for electricians in Jackson, MI of $38.57. This is the
published Davis-Bacon rate for building and heavy construction in Jackson County
and is far above the OES estimate of the hourly rate for electricians of $27.14. How-
ever, the Davis-Bacon residential construction rate for Jackson County is only
$22.79. If we take as a rule of thumb that about half of construction workers are
employed in residential work, the average hourly wage of electricians is $30.68,
about 13% above the OES hourly wage, rather than the 42% Sherk reports. Inclu-
sion of residential rates for the other trades Sherk sampled—carpenters and plumb-
ers—actually eliminates the upward bias Sherk identified. The estimated difference
between the Davis-Bacon and OES hourly wage changes from one in which the
8%vsis-Bacon rate is substantially above to one in which it is somewhat below the

rate.

Reviewing Sherk’s table of “Davis-Bacon and Market Determined Rates for var-
ious cities,”3 we added information on the residential rate by trade for the county,
averaged this rate with the building rate provided in Sherk’s testimony, and cal-
culated the difference between the OES and the more appropriately averaged build-
ing and residential rates. The differences between the OES and Davis-Bacon rates
are generally smaller than those reported by Sherk, and we find that the OES rate
is above the averaged Davis-Bacon rate more often than not.

Comparing Davis-Bacon Rates from 2010 and 2011 to OES Rates from May 2009

Dr. Sherk’s second mistake is in comparing Davis-Bacon wage determinations
which were in effect in 2011 with OES data from May 2009. When Davis-Bacon
rates which were in effect in May 2009 are used, the apparent differences between
the Davis-Bacon and OES rates are substantially narrower.

The Davis-Bacon wage determinations for Alameda and Contra-Costa Counties
cited in the Heritage study went into effect between June 2010 and January 2011,
between a year and a year and a half after the OES rates. The determinations for
Sonoma County used in the Heritage study were closer in time to the OES rates
for electricians (June 2009) and plumbers (August 2009) but the carpenter rate
dated from July 2010, more than a year after the period covered by the OES data.
Using this non-comparable data, and neglecting to adjust for residential rates, the

1James Sherk, “Examining the Department of Labor’s Implementation of the Davis-Bacon
Act,” Testimony before the Education and Workforce Committee, U.S. House of Representatives,
April 14, 2011, page 1.

2 Sherk testimony, page 7.
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Heritage study reported differences between Davis-Bacon rates and OES rates of be-
tween 27.5% and 86%.

The difference between the Davis-Bacon determination and the OES rate is con-
siderably smaller when the Davis-Bacon rate which was in effect in May 2009 is
used. As shown in Table 2, the second set of columns, the comparable rate for car-
penters in all three counties was $34.75, not $37.75 as reported in the Heritage re-
port. The rates for electricians in Sonoma County were $42.33 for non-residential
and $33.25 for residential electricians, rather than $44.00 and $36.11 as reported
by Heritage. The correct rates for plumbers in Sonoma were $45.90 and $40.80 rath-
er than $55.25 and $51.11. Parallel reductions occur for electricians and plumbers
in Contra Costa and Alameda counties.

Using the appropriate Davis-Bacon rates considerably narrows the difference be-
tween the OES and Davis-Bacon. For example, Heritage reports that the Davis-
Bacon rate was 40.1% above OES hourly wages for Sonoma carpenters, 54.1% for
electricians and a remarkable 86% for plumbers. Averaging in the lower residential
rates, and using the Davis-Bacon rates which were in effect in May 2009, the dif-
ferences were a far more modest 29.3% for carpenters, 16.5% for electricians and
45.9% for plumbers.

We have not checked to see whether the rest of the time periods used in Dr.
Sherk’s comparisons are equally inappropriate, but we suggest that the committee
do so before citing any of Dr. Sherk’s calculations.

Failure to Adjust Davis-Bacon Rates for the Use of Apprentices

To put Dr. Sherk’s third mistake into the simplest terms, he does not take into
account that the surveyed Davis Bacon rate does not include apprentice rates and
will therefore be higher than the average rates actually paid on a project.

Davis-Bacon rates are determinations of the hourly rate paid to journey level
trades workers. They differ from wage survey data in that lower legally permissible
rates, such as those paid to workers in certified apprenticeship programs, are not
incorporated into the determinations. For example, under the apprenticeship adjust-
ment allowed by the Davis-Bacon Act, apprentices in certified four-year carpentry
apprenticeship programs will typically be paid 60% of the journey rate in their first
year, 70% in their second year, 80% in their third year, and 90% in their fourth
year in their program. While these lower rates are captured by OES data, Davis-
Bacon wage determinations do not reflect the lower rates of apprentices.

How would adjusting the Davis-Bacon wage determinations for the presence of ap-
prentices affect the apparent differential between the Davis-Bacon and OES rates?
This will vary with the number of apprentices in the construction labor force in an
area and the length of the apprenticeship program, and the reduction in journey
level wages. Carpentry apprenticeship programs usually take four years, plumbers’
and electricians’ take at least five years. We examined the effect of allowing for ap-
prenticeship rates in Sonoma, Alameda and Contra Costa counties assuming that
programs take four years and that wages start at 60% of the journey wage in the
first year of the program and rise by ten percentage points annually.4 If 10% of the
workers in a trade are enrolled in four-year apprenticeship programs, the adjusted
Davis-Bacon wage would be 97.5% of the Davis-Bacon journey level determination.

Adjusting for the lower rates paid apprentices reduces the Davis-Bacon rate by
between 83 cents and $1.10 per hour. As a result, the Davis-Bacon rate for car-
penters is between 17 and 26% above the OES rate, the electrician rate is between
14 and 21 percent above the OES rate, and the plumbing rate is between 21 and
42% above the OES rate. These differences are far smaller than the 27.5% to 86%
differences reported by Dr. Sherk.5

4These are conservative assumptions as the apprenticeship programs for electricians and car-
penters last at least five years. Further, the proportion of apprentices in the labor force may
well be greater than 10%: the Northern California Brotherhood of Carpenters reports that ap-
prentices comprise 20% of the workforce in their region.

5 Another issue, one which is more difficult to examine, is whether the definition of an occupa-
tion used in Davis-Bacon surveys is comparable to that used in OES surveys. The Davis-Bacon
rate is the rate paid to a journey level worker, a worker who is broadly trained in an occupation.
OES definitions of construction occupations are broader, and may include less skilled workers,
than the standards used for Davis-Bacon definitions. For example, the OES definition of a car-
penter’s work—“Construct, erect, install, or repair structures and fixtures made of wood, such
as concrete forms; building frameworks, including partitions, joists, studding, and rafters; and
wood stairways, window and door frames, and hardwood floors. May also install cabinets, siding,
drywall and batt or roll insulation. Includes brattice builders who build doors or brattices (ven-
tilation walls or partitions) in underground passageways.”—would allow a worker who was
trained in a relatively narrow set of skills, such as installation of concrete forms, to be classified

Continued
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Looking again at Sherk’s first example, and taking into account the lower wage
rates for apprentices, the OES-Davis-Bacon comparison for Jackson County is vastly
different from how it was portrayed in the Heritage Foundation testimony. Rather
than the Davis-Bacon rate for carpenters being 13.9% more than the OES rate, it
is 3% less ($20.39 vs. $20.98). Rather than being 42% higher than the OES rate,
the Davis-Bacon rate for electricians is only 10% more ($29.91 vs. $27.14). And rath-
er than the plumbers/pipefitters rate being 16.2% higher than the OES rate, as Dr.
Sherk claimed, it is actually 4% lower ($27.17 vs. $28.23).

Conclusion

After correcting for Dr. Sherk’s many errors, and in particular for his failure to
include the Davis-Bacon residential rate in his comparison, it becomes evident that
Davis-Bacon rates are not remarkably different from the OES rates, let alone an
idealized market rate. There are significant differences in a few areas, but overall
the Davis-Bacon wage determinations Dr. Sherk selected tend to be lower than the
OES rates once the appropriate corrections are made. The savings Dr. Sherk pur-
ports to estimate from more accurate Davis-Bacon wage determinations are ficti-
tious.

Please let us know if you have any questions about this analysis. And thank you
again for the opportunity to testify before the subcommittee on this important mat-
ter.

Sincerely,
Ross EISENBREY, Vice President,
Economic Policy institute.

DALE BELMAN, Professor,
School of Labor and Industrial Relations, Michigan State University.

[Questions submitted for the record and their responses follow:]

Questions for the Record Submitted by Ms. Woolsey

QUESTION FOR DR. ANDREW SHERRILL, DIRECTOR, EDUCATION, WORKFORCE, AND
INCOME SECURITY ISSUES, U.S. GOVERNMENT ACCOUNTABILITY OFFICE

Critics of the Davis-Bacon prevailing wage survey process rely a statement on
page 20 of GAO Report 11-152 that “about 63 percent [of the Davis-Bacon prevailing
wage rates published by the Department of Labor as of November 12, 2010] were
union-prevailing, in contrast, about 14 percent of construction workers nationwide
were represented by unions in 2010, according to BLS figures, as support for their
contention that it is “far from representative” (written testimony of James Sherk,
Senior Policy Analyst in Labor Economics with the Heritage Foundation) and fails
to determine “true ‘prevailing’ wages and instead has repeatedly issued wage deter-
minations that are vastly inflated above true market rates seen on private sector
construction projects” (written testimony of D. Thomas Mistick appearing on behalf
of the Associated Builders and Contractors, Inc.), accordingly please describe in suf-
ficient detail so that it can easily and promptly be retrieved the source of informa-
tion that supports the above-referenced statement on page 20 of GAO Report 11-
152; and explain in detail how GAO determined that “about 63 percent [of DOL’s
published Davis-Bacon prevailing wage rates] were union-prevailing?”

QUESTION FOR MR. THOMAS M. MARKEY, DEPUTY ADMINISTRATOR, OFFICE OF PROGRAM
OPERATIONS, WAGE AND HOUR DIVISION, U.S. DEPARTMENT OF LABOR

Mr. John Fraser, Acting Administrator, Wage and Hour Division of the Depart-
ment of Labor testified in a hearing on July 30, 1997 held jointly by the Sub-
committee on Workforce Protections and the Subcommittee on Oversight and Inves-
tigations of the House Education and the Workforce Committee that only about 29
percent of the Davis-Bacon prevailing wage determinations issued by DOL were
based on collectively-bargained “union” wage rates while 48 percent were based on
“non-union” wage rates (weighted averages), and 23 percent included a mixture of
“union” wage rates and “non-union” wage rates; (1) please state whether the relative
percentage of “union,” non-union,” and “mixed” Davis-Bacon prevailing wage deter-
minations has changed since Mr. Fraser testified in 1997 and, if so, please describe
the current portion of Davis-Bacon prevailing wage determinations that are “union,”
non-union,” and “mixed;” (2) please describe in sufficient detail so that it can easily

as a carpenter. In contrast, such a narrowly trained worker is less likely to be classified as a
carpenter under the Davis-Bacon definition.
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and promptly be retrieved the source of information that supports your answer to
the prior request; and (3) please explain in detail how you determined the answer
to question (1).

Response From Mr. Markey to Questions Submitted for the Record

Question: Mr. John Fraser, Acting Administrator, Wage and Hour Division of the
Department of Labor, testified in a hearing on July 30, 1997, held jointly by the
Subcommittee on Workforce Protections and the Subcommittee on Oversight and In-
vestigations of the House Education and the Workforce Committee that only about
29 percent of the Davis-Bacon prevailing wage determinations issued by DOL were
based on collectively-bargained “union” wage rates wile 48 percent were based on
“non-union” wage rates (weighted averages), and 23 percent included a mixture of
“union” wage rates and “non-union” wage rates; (1) please state whether the relative
percentage of “union”, “non-union,” and “mixed” Davis-Bacon prevailing wage deter-
minations has changed since Mr. Fraser testified in 1997, and if so, please describe
the current portion of Davis-Bacon prevailing wage determinations that are “union,”
“non-union” and “mixed;” (2) please describe in sufficient detail so that it can easily
and promptly be retrieved the source of information that supports your answer to
the prior request; and (3) please explain in detail how you determined the answer
to question (1).

Response: The relative percentage of union, non-union, and mixed Davis-Bacon
prevailing wage determinations has changed since 1997. Union vs. non-union rates
vary considerably based on the type of construction, and new wage determinations
often reflect a different distribution of union, non-union, and mixed wage classifica-
tions than was reflected on the wage determinations they replace.

A breakdown by wage determination shows a different picture in 2011 than in
1997. Only 5% of the total building wage determinations are 100% union wage de-
terminations, 4% are 100% non-union, and 91% are mixed (union and non-union)
wage determinations. For residential construction, 3% are union, 50% are non-
union, and 47% are mixed wage determinations. For highway construction, 17% are
union, 44% are non-union, and 39% are mixed wage determinations. Lastly, for
heavy construction, 12% are union, 20% are non-union, and 68% are mixed wage
determinations.

At the hearing it was stated that the Government Accountability Office’s report
indicated that 63% of all Davis-Bacon and Related Act wage rates were the collec-
tive bargaining agreement (CBA) rate. It appears that the 63% figure was derived
by counting every wage rate for each different classification (occupation) for each
type of construction (building, heavy, highway, and residential). As explained below,
this methodology results in a somewhat misleading statistic.

A predominantly union wage determination will contain many more classifications
and rates than a non-union wage determination because CBA classifications are
more narrowly defined, with work performed broken down into finer categories and
each with a separate rate. There may be as many as 6 to 8 different rates for a
union crane operator and the same could apply to other classifications, particularly
the heavy equipment operator and truck driver classifications. For example, the Ha-
waii wage determination is a CBA/union wage determination that applies to build-
ing, heavy, highway, and residential construction. There are 120 union classifica-
tions and rates on the Hawaii wage determination, and each rate is counted sepa-
rately for each construction type and for each county covered by the wage deter-
mination.

Conversely, for predominantly non-union wage determinations such as those ap-
plicable to Crenshaw County, Alabama, there are 23 non-union rates and 6 union
rates for building construction, for heavy construction there are 12 non-union and
5 union rates (all 5 rates are for varying sizes of a crane), for highway construction
there are 45 non-union rates, and for residential construction there are 17 non-
union rates.

Additionally it is noted that the surveys for building construction usually result
in considerably more classifications than the other types of construction. This is
probably due to the required number of crafts necessary on a building construction
site. Even though 91% of building wage determinations are mixed, mostly union
rates are more likely to prevail in building construction as opposed to the other
three construction types, each of which requires considerably fewer classifications.

The Wage Determination Generation System (WDGS) enables the generation of
publishable wage determinations and generates reports and details of wage deter-
minations. The Wage Determinations OnLine (WDOL) website (www.wdol.gov) pro-
vides a single location for the public to view and obtain appropriate Davis-Bacon
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wage determinations. Both WDGS and WDOL were used to view and calculate the
percentage distribution of union, non-union, and mixed wage determinations pro-
vided in this response.

Response From Mr. Sherrill to Questions Submitted for the Record

Question for the Record: Critics of the Davis-Bacon prevailing wage survey process
rely on a statement on page 20 of GAO report 11-152 that “about 63 percent [of the
Davis-Bacon prevailing wage rates published by the Department of Labor as of No-
vember 12, 2010] were union-prevailing; in contrast, about 14 percent of construc-
tion workers nationwide were represented by unions in 2010, according to BLS fig-
ures,” as support for their contention that it is “far from representative” (written
testimony of James Sherk, Senior Policy Analyst in Labor Economics with the Herit-
age Foundation) and fails to determine “true ‘prevailing’ wages and instead has re-
peatedly issued wage determinations that are vastly inflated above true market
rates seen on private sector construction projects” (written testimony of D. Thomas
Mistik appearing on behalf of the Associated Builders and Contractors, Inc.). Ac-
cordingly, please describe in sufficient detail so that it can easily and promptly be
retrieved, the source of information that supports the above-referenced statement on
page 20 of GAO Report 11-152, and explain in detail how GAO determined that
“about 63 percent [of DOL’s published Davis-Bacon prevailing wage rates] were
union-prevailing?”

GAO Response: To analyze the percentage of union-and nonunion-prevailing
Davis-Bacon wage rates we used data from Labor’s Wage Determination Generation
System (WDGS). Labor uses the WDGS to create, modify, and issue wage deter-
minations based on data collected through the WD-10 survey forms. The dataset we
received, which included separate files for union-prevailing and nonunion-prevailing
wage rates, represented published prevailing wage rates as of November 12, 2010.
We combined the files and then calculated the percentage each type of rate rep-
resented of published rates. Our results showed that 63 percent of the published
wage rates were union-prevailing while 37 percent were nonunion-prevailing. To
verify our findings, we shared the results of our analysis with Labor officials, who
conducted the same analysis with similar results.

The source of the 14 percent figure we cited is Bureau of Labor Statistics, Eco-
nomic News Release: Union Members—2010, “Table 3. Union affiliation of employed
wage and salary workers by occupation and industry” (Jan. 21, 2011).

[Additional submission of Mr. Sherk follows:]

Washington, DC.

Hon. TIMOTHY WALBERG, Chairman,
Subcommittee on Workforce Protections, Room 418 Cannon House Office Building,
U.S. House of Representatives, Washington, DC 20515.

DEAR CHAIRMAN WALBERG: The Davis-Bacon Act (DBA) requires contractors on
federally financed construction projects to pay at least the locally prevailing wage
to their employees. These minimum Davis-Bacon rates are calculated by the Wage
and Hour Division of the Department of Labor. The Government Accountability Of-
fice (GAO) has identified serious flaws in how the Department of Labor calculates
Davis-Bacon rates. The GAO report shows that the Labor Department does not use
a scientifically representative sample and bases wage rates on very few observa-
tions—in some cases, as few as three workers.!

Last month, your committee held a hearing to examine this report. At that time,
I testified that these errors render DBA wage estimates inaccurate and scientifically
meaningless.2 I compared Davis-Bacon wage determinations with estimates of mar-
ket pay calculated by the Bureau of Labor Statistics’ Occupational Employment Sta-
tistics (OES) survey. I explained that Davis-Bacon rates typically exceed market pay
and that correcting the flaws in the DBA determinations would result in consider-
able savings for taxpayers.

Writing for the Economic Policy Institute (EPI), Ross Eisenbrey and Dr. Dale
Belman responded to this testimony with a supplemental statement submitted to
your office.3 They argued that I made “serious errors” and that my testimony “gross-
ly misrepresents” the relationship between DBA and market wages. In particular,
the EPI strongly objects to comparing DBA rates and OES construction wages.

I am submitting this letter as supplemental testimony to respond to the EPI’s ac-
cusations and correct the record. The EPI makes four principal arguments: (1) OES
data are incapable of meeting the statutory requirements for DBA prevailing wages
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and are not an appropriate benchmark for market wages; (2) my analysis fails to
include DBA residential rates; (3) my analysis compares more recent DBA rates to
older OES rates; and (4) I fail to adjust for the use of apprentices on the job. Adjust-
ing for these factors, EPI contends that DBA rates are similar to OES figures.

These arguments are either completely inaccurate or highly misleading. As I will
show, Davis-Bacon rates do in fact considerably exceed market pay. Congress could
achieve considerable savings by either repealing the act or requiring the Depart-
ment of Labor to use scientific methods to calculate DBA rates.

Appropriateness of OES Figures for Prevailing Wage Determinations

hThe EPI objects to comparing DBA rates with OES wage estimates. They write
that:

As currently constructed, the OES is both significantly different and quite incapa-
ble of meeting the statutory requirements that the Davis-Bacon surveys have been
designed to meet. The OES is not an appropriate benchmark for comparison and
should not be idealized as the true “market rate.” 4

The Department of Labor disagrees. The Bureau of Labor Statistics conducts the
OES survey primarily so that Labor can enforce prevailing wage statutes. The Serv-
ice Contract Act requires federal service contractors to pay their workers existing
market wages. The Foreign Labor Certification program requires employers of high-
skill immigrants to pay at least market wages. The Labor Department uses OES
figures to enforce these programs.

This is because the OES survey contains none of the flaws the GAO identified in
DBA determinations. Unlike DBA determinations, the OES uses scientific rep-
resentative sampling techniques and makes appropriate adjustments for non-re-
sponse. The survey has a very large sample size, and the BLS updates it annually.
Thed OES is the most reliable occupational wage data that the federal government
produces.

As T acknowledged in my testimony, the OES cannot—by itself—meet the statu-
tory requirements for DBA enforcement. The DBA covers both wages and benefits,
but OES does not include data on employee benefits. However, OES figures meet
the statutory requirements for setting DBA wages and serve as an appropriate
benchmark for market wages. In a letter to Congress explaining its decision not to
uﬁe ?ES5 figures, the Clinton Administration nonetheless expressly acknowledged
this fact.

Davis-Bacon Act Covers Little Residential Housing

The EPI also objects to the specific comparisons between Davis-Bacon and OES/
market wages that I made in my testimony. Their main objection is that I compared
DBA “building” rates with OES figures that include both nonresidential and resi-
dential workers. They argue that an average of DBA “building” and “residential”
rates is much closer to OES wages than the “building” wages are.¢ They argue that
improving the accuracy of DBA determinations would therefore result in relatively
little saving for taxpayers.

This argument is highly misleading. The EPI correctly points out that DBA resi-
dential wage rates can be significantly lower than building or heavy construction
rates. These residential determinations are riddled with the same inaccuracies and
methodological flaws the GAO identified in the building determinations. That they
differ markedly from each other is not surprising.

However, the Davis-Bacon Act covers little residential housing. Less than 8 per-
cent of direct federal construction spending goes to residential projects.” An even
smaller portion of state and local government construction spending—government
some of which the federal subsidizes and is covered by the DBA—goes to residential
projects.8 Most federally funded construction projects build government buildings or
infrastructure. Lower DBA residential rates do little to reduce federal costs.? The
relevant comparison is the difference between market wages and DBA rates on
projects the government actually pays for.

Cross Industry and Nonresidential Building Rates Similar

Contrary to the EPI's assertions, nonresidential building rates do not differ sig-
nificantly from the overall construction rates. Looking only at them would not
change the finding that DBA rates substantially exceed market wages.

The OES survey collects wage rates by occupation and by detailed industry. These
detailed industries include residential building, nonresidential building, heavy civil
and engineering construction, and specialty trade contractors. Unfortunately, the
OES does not publicly release these industry-level wages for Metropolitan Statistical
Areas. The MSA-level data only report occupational wages across all industries.

I used cross-industry MSA data in my testimony to compare local Davis-Bacon
and OES rates. Although national OES rates for just nonresidential building con-
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struction do differ from the cross-industry figures, they do not differ greatly. For ex-
ample, nationwide, plumbers and pipefitters earn an average hourly wage of $24.10.
In the nonresidential building sector, they earn $25.42 an hour.

Table 1 shows national hourly wages for several construction occupations. The
first line reports the overall cross-industry wage—the local-level figures I reported
in my testimony. The next two lines report the wages for residential and nonresi-
dential building construction. Nonresidential building wages are usually somewhat
higher than the cross-industry construction wages. However, the difference is mod-
est: only about 5 percent.10

The flawed DBA methodology significantly inflates the cost of taxpayer-funded
construction projects. Using nonresidential building rates instead of the cross-indus-
try figures does not change this finding.

TABLE 1.—HOURLY WAGES BY CONSTRUCTION SECTOR

Average Hourly

Occupation/Industry Wage

Carpenters:

All Construction Industries $21.19

Residential Building Construction $19.72

Nonresidential Building Construction $23.19
Cement masons and concrete finishers:

All Construction Industries $19.00

Residential Building Construction $19.47

Nonresidential Building Construction $20.08
Drywall and ceiling tile installers:

All Construction Industries $19.79

Residential Building Construction $19.12

Nonresidential Building Construction $20.73
Electricians:

All Construction Industries $24.25

Residential Building Construction $21.65

Nonresidential Building Construction $24.07
Plumbers, pipefitters, and steamfitters:

All Construction Industries $24.10

Residential Building Construction $22.66

Nonresidential Building Construction $25.42

Source: Department of Labor, Bureau of Labor Statistics, Occupational Employment Statistics, “May 2010 National Industry-Specific Occupa-
tional Employment and Wage Estimates” at http://www.bls.gov/oes/current/oessrci.htm#23

Timeliness of Comparisons

The EPI further objects to “comparing Davis-Bacon wage determinations which
were in effect in 2011 with OES data from May 2009.” They argue that “[w]hen
Davis-Bacon rates which were in effect in May 2009 are used, the apparent dif-
ferences between the Davis-Bacon rates and OES rates are substantially lower.” 11

This argument is completely mistaken. I reported the most recent Davis-Bacon
and OES rates at the time of the hearing.12 This is the appropriate comparison. Nei-
ther survey is, of course, immediately up-to-date. No agency can conduct a survey
instantaneously. However, OES survey data are processed more rapidly and up-
dated more frequently than Davis-Bacon determinations. This—along with its sci-
entifically valid methodology—is one of the principal reasons to prefer OES figures.

The Bureau of Labor Statistics updates OES figures each May with data from the
previous year. Consequently, the OES always reports figures from the previous 12
to 24 months. DBA surveys are much less current. The Labor Department currently
takes three years to process DBA survey results. The Labor Department wants to
reduce that time to 17 months, but—as the GAO reported—it is not close to meeting
this goal.13

Once it releases determinations, the Labor Department can take years, even dec-
ades, to update them.14 For example, the Davis-Bacon building rates in Kent Coun-
ty, Michigan, date to 1987.15 The residential survey for Hillsdale, Michigan, has not
been updated since 1979.16

The EPI suggests comparing OES surveys conducted in 2009 and released in May
2010 with Davis-Bacon surveys primarily conducted before 2006 and released by
May 2009. This comparison makes little sense and reveals nothing about the accu-
racy of either survey.
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The EPI’s suggested comparison also reveals nothing about taxpayer savings from
using BLS data. If Labor used OES figures, it would use the most recent data avail-
able. These are the correct figures to compare to current Davis-Bacon rates.

Helpers and Apprentices

The EPI finally complains that I do “not take into account that the surveyed
Davis Bacon rate does not include apprentice rates and will therefore be higher than
the average rates actually paid on a project.”17 This charge reflects a misunder-
standing of how the OES classifies low-skill construction workers.

OES occupation categories follow the Standard Occupational Classification (SOC)
system. As the EPI explains, construction unions use a formal apprenticeship sys-
tem, and apprentices earn lower wages as they develop their skills. Merit shop (non-
union) construction firms typically use craft training programs and also pay entry-
level construction workers lower wages.

The SOC classifies these less-skilled workers separately. The OES reports the
wages of “helper” workers separately from the rates for fully experienced employees.
Table 2 displays the difference in these wages for several occupations. Helpers typi-
cally earn about 40 percent less than experienced workers.

TABLE 2.—WAGES FOR HELPER AND REGULAR CONSTRUCTION WORKERS

Hourly Wage Rates

Helpers Regular
Carpenters $12.93 $21.19
Electricians $13.23 $24.25
Pipelayers, plumbers, pipefitters, and steamfitters $13.18 $24.10

Source: Department of Labor, Bureau of Labor Statistics, Occupational Employment Statistics, “May 2010 National Industry-Specific Occupa-
tional Employment and Wage Estimates” at http://www.bls.gov/oes/current/oessrci.htm#23

In my testimony, I compared the journey-level DBA rates with the OES rates for
fully experienced employees. The EPI objects that this does not include apprentices’
lower wages. My figures do not include helpers’ lower wages either. I reported an
apples-to-apples comparison of the rates paid to fully experienced employees using
Davis-Bacon rates and OES data.

The EPI suggests comparing the OES rate for experienced workers to a weighted
average of apprentice and journey-level DBA rates. This would deflate DBA rates
to account for low-skill workers without similarly adjusting OES figures. This would
present an inaccurate and misleading comparison.

Conclusion

The flawed Davis-Bacon determination methodology reports wage rates that differ
significantly from those actually paid to construction workers. The EPI’s arguments
to the contrary do not withstand scrutiny. The Occupational Employment Statistics
survey uses a scientifically representative sample, is updated far more frequently
than Davis-Bacon rates, and is an appropriate benchmark for market wages. Look-
ing at non-residential building wages instead of the cross-industry wages only
slightly changes the national averages. Comparing an average of apprentice and
journey-level wages to the rates paid to experienced non-union construction workers
would be misleading.

The committee should also note what the Economic Policy Institute did not say.
Not once did Mr. Eisenbrey and Dr. Belman defend the existing Davis-Bacon meth-
odology as scientific or accurate. They kept silent because the methodology is inde-
fensible. No professional economist could suggest using a self-selected sample to es-
timate wages or drawing statistical inference from a sample of five workers. They
did not dispute the main point I made to the committee: The Labor Department
uses a deeply flawed methodology to determine Davis-Bacon rates.

This flawed methodology leads to Davis-Bacon rates that significantly exceed mar-
ket pay. The savings from more accurate DBA wage determinations are real and
substantial. Congress should seriously examine requiring the Labor Department to
use scientific methods to estimate Davis-Bacon wages.

Thank you again for the opportunity to testify about this important matter.

JAMES SHERK,
Senior Policy Analyst in Labor Economics, the Heritage Foundation.
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imply lower construction costs. The government would need enough market power in a locality
to drive wages below market rates for an inaccurately low DBA determination to reduce costs.

10The results in particular localities will differ—above and below—from this national figure.
By definition, this does not affect the average national Davis-Bacon premium.

11Eisenbrey and Belman, “Supplemental Testimony: The Department of Labor’s Implementa-
tion of the Davis-Bacon Act,” p

12 Since then, the BLS released the May 2010 occupational wage estimates.

137U.S. Government Accountability Office, Davis-Bacon Act: Methodological Changes Needed
to Improve Wage Survey, pp. 12—

14One component of DBA surveys is regularly kept up-to-date: union wage determinations.
The Labor Department updates union-prevailing DBA rates without conducting a new survey
when unions negotiate a new collective bargaining agreement. Since union wages are typically
higher than non-union wages, this raises DBA rates. However, the flawed DBA survey reports
that union wages prevail in almost two-thirds of sampled jurisdictions. Actual union density
stands at 13 percent in the construction industry, and union wages prevail in only a handful
of urban areas. This misreporting of the prevalence of union wages introduces a further inaccu-
racy into the flawed Davis-Bacon determinations.

15U.S. Government Printing Office, Davis-Bacon Wage Determinations by State, General De-
cision MI20100006, at hitp:/ /frwebgate.access.gpo.gov /cgi-bin | getdoc.cgi?dbname=Davis-
Bacon&docid=MI120100006.

167.S. Government Printing Office, Davis-Bacon Wage Determinations by State, General De-
cision MI20100043, at http://frwebgate.access.gpo.gov /cgi-bin /getdoc.cgi?dbname=Davis-
Bacon&docid=MI120100043.

17Eisenbrey and Belman, “Supplemental Testimony: The Department of Labor’s Implementa-
tion of the Davis-Bacon Act,” p. 3

[Whereupon, at 11:42 p.m., the subcommittee was adjourned.]
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